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DEPARTMENT  OF  THE  TREASURY 
Fiscal  Service 
31  CFR  Part  205 

Federal  Funds  Transfers 

agency:  Financial  Management  Service, 

Fiscal  Service,  Treasury. 

action:  Notice  of  proposed  rulemaking. 

SUMMARY:  The  Financial  Management 
Service  issues  this  Notice  of  Proposed 
Rulemaking  for  a  regulation  to 
implement  the  Cash  Management 
Improvement  Act  of  1990.  This  statute 
and  proposed  regulation  impose  a 
requirement  for  timely  transfers  of  funds 
between  Federal  agencies  and  States, 
and  impose  a  requirement  to  pay 
interest  where  transfers  are  not  made  in 
a  timely  fashion.  The  rulemaking  is 
designed  to  encourage  the  development 
of  efficient  cash  management  systems 
and  to  ensure  equity  in  the  transfer  of 
funds  from  Federal  agencies  to  States 
and  ultimately  to  program  recipients. 
DATES:  Comments  must  be  received  on 
or  before  May  7, 1992. 

ADDRESSES:  Send  written  comments  to: 
Financial  Management  Services  (FMS), 
CMIA  90  Project  Manager,  room  521 C, 
401 14th  Street  SW.,  Washington,  DC 
20227. 

FOR  FURTHER  INFORMATION  CONTACT. 

John  Galligan,  (Program  Manager),  (202) 
874-6935, 

Gary  Grippo,  (Program  Specialist),  (202) 
874-6955, 

Christopher  Kubeluis,  (Program 
Specialist),  (202)  874-6873, 

Steven  D.  Laughton,  (Principal 
Attorney),  (202)  874-6680. 
SUPPLEMENTARY  INFORMATION:  This 
regulation  is  authorized  by  the  Cash 
Managemernt  Improvement  Act  of  1990, 
Public  Law  101-453,  October  24, 1990, 
(CMIA),  whose  substantive  provisions 
are  codified  at  31  U.S.C.  3335  and  6503. 
CMIA  centralizes  authority  for 
management  of  funds  disbursement  in 
the  Secretary  of  the  Treasury 
(hereinafter  Secretary).  It  requires  the 
Secretary  to  regulate  and  enforce  timely 
disbursement  by  Federal  agencies,  and 
to  negotiate  and  monitor  agreements 
with  the  States  to  achieve  the  efficient 
transfer  of  Federal  funds.  The  purpose 
of  CMIA  and  this  regulation  is  to  ensure 
greater  efficiency,  effectiveness,  and 
equity  in  the  exchange  of  funds  between 
the  Federal  Government  and  the  States. 

Until  passage  of  CMIA,  the  only  law 
that  addressed  the  timing  of  Federal 
funds  transfers  to  States  was  the 
Intergovernmental  Cooperation  Act.  31 
U.S.C.  6503.  This  law  allowed  a  State  to 


retain  for  its  own  purposes  any  interest 
earned  on  Federal  funds  transferred  to  a 
State  "pending  its  disbursement  for 
program  purposes.” 

Since  passage  of  that  law  in  1968, 
Federal  agencies  have  expressed 
concerns  that  States  were  drawing 
down  Federal  funds  well  in  advance  of 
the  time  those  funds  were  needed  by 
States  to  redeem  checks.  These 
premature  drawdowns  caused  the 
Federal  Government  to  lose  interest 
earnings. 

In  addition.  States  had  expressed 
concerns  about  having  to  pay  out  their 
own  funds  in  advance  of  receiving  funds 
from  the  Federal  Government.  This 
practice  caused  States  to  lose  interest 
earnings  on  their  own  funds  until  they 
were  reimbursed  by  the  Federal 
Government. 

To  find  solutions  to  these  problems, 
the  Joint  Federal/State  Cash 
Management  Reform  Task  Force  was 
created  in  1983.  It  included  six  State 
officials  and  six  Federal  officials.  The 
Task  Force  experimented  with  various 
cash  management  tracking  procedures 
in  a  number  of  States,  and  made 
recommendations  which  assisted  in  the 
adoption  of  CMIA. 

General  Principles 

These  regulations  are  intended  to 
convey  the  following; 

•  The  use  of  recognized,  sound  cash 
management  principles  will  ensure 
certainty  in  the  timeliness  of  payments 
and  will  improve  business  relationships 
between  the  Federal  and  State 
governments. 

•  States  have  an  obligation  to  request 
funds  timely. 

•  Federal  agencies  have  an  obligation 
to  disburse  funds  to  States  timely. 

•  Nothing  in  the  regulations 
implementing  CMIA  reduces  existing 
Federal  agency  responsibilities  to 
minimize  balances  that  may  be  on  hand 
before  there  is  a  need  for  disbursement 
by  a  State. 

•  The  computation  and  payment  of 
interest  is  not  the  objective  of  the  law. 
The  interest  provisions  are  intended  to 
make  the  terms  under  which  funds  are 
transferred  more  equitable  and  to 
provide  an  incentive  for  better  cash 
management. 

•  This  regulation  specifies  that 
funding  techniques  are  to  be  chosen  by 
States  subject  to  the  approval  of  the 
Secretary.  The  Secretary  considers 
funding  techniques  that  necessarily 
result  in  interest  liabilities  to  be 
undesirable.  They  will  be  acceptable 
only  until  a  more  efficient  technique  can 
be  mutually  agreed  upon.  To  ensure 
optimal  compliance  with  the  spirit  of 
CMIA.  the  Secretary  expects  that  both 


the  States  and  the  Federal  Government 
will  structure  their  transactions  to 
minimize  and,  wherever  possible, 
eliminate  interest  payments.  However, 
the  Secretary  will  not  impose  a  funding 
technique  that  is  not  workable. 

•  It  is  the  Secretary’s  goal  to  ensure 
payment  by  Federal  agencies  for  all 
properly  received  State  requests  for 
funds  by  the  payment  due  date.  This 
commitment  to  timely  payment  is  a 
major  step  forward  in  reducing  or 
eliminating  the  exchange  of  interest. 

•  The  Secretary  will  make  all 
reasonable  efforts  to  enter  into  an 
Agreement  with  each  State  to  define  all 
provisions  and  procedures  unique  to  the 
State  in  complying  with  the  codified 
regulations.  The  State/Federal 
Agreement  will  address  those  elements 
which  are  specific  to  each  State,  such 
as;  “Definition  of  a  State”:  “Funding 
Techniques”;  and  “Interest  Calculation 
Methodology.”  There  are  default 
provisions  in  the  proposed  regulation  for 
any  State  for  which  an  Agreement 
cannot  be  reached. 

Specific  Issues 

Phase-In  and  Threshold 

The  proposed  regulation  would  phase- 
in  CMIA  over  a  2-year  period  and  would 
establish  a  threshold  of  materiality  for 
programs  which  must  be  conducted  in 
accordance  with  CMIA.  A  phase-in  is 
proposed  to  alleviate  the  burdens 
implicit  in  complying  with  new 
regulations,  to  distribute  start-up  work 
and  costs  over  a  2-year  period,  and  to 
mitigate  any  unexpected  problems 
which  may  result  from  the  regulation. 
During  the  first  year  of  implementation, 
the  scope  of  the  regulation  would  be 
limited  to  major  Federal  assistance 
programs  that  have  funding  over  one 
billion  dollars  at  the  Federal  level.  One 
billion  dollars  is  chosen  as  a  threshold 
because  it  results  in  covering  roughly  80 
percent  of  the  Federal  funds  granted  to 
States,  while  limiting  the  number  of 
programs  to  19. 

From  the  second  year  of 
implementation  onward,  the  proposed 
regulation  establishes  a  threshold  of 
materiality  for  programs  which  must  be 
conducted  in  accordance  with  CMIA. 

All  programs  defined  as  “major  Federal 
assistance  programs,”  pursuant  to  the 
Single  Audit  Act.  31  U.S.C.  7501(12), 
would  be  included.  There  are  several 
advantages  to  this  threshold.  First,  it  is 
the  existing  Federal  threshold  of 
materiality  applied  for  the  audits  of 
programs  administered  by  States. 
Second,  it  serves  to  limit  the 
administrative  burden  and  costs  of 
compliance,  while  still  covering,  in  most 
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cases,  over  90%  of  the  Federal  program 
funds  transferred  to  States.  Finally,  the 
threshold  is  only  a  minimum  standard; 
additional  programs  may  be  covered, 
subject  to  the  mutual  agreement  of  the 
State  and  the  Federal  GovemmenL 
Questions  have  arisen  about  the 
treatment  of  guaranteed  student  loan 
programs  under  CMIA.  The  proposed 
regulation  excludes  the  guaranteed 
student  loan  programs,  because  the 
funds  paid  out  by  guarantor 
organizations  to  operate  the  program  are 
not  State  funds.  The  reserve  accounts 
out  of  which  payments  are  made  are  a 
type  of  working  capital  fund  containing 
earmarked  Federal  funds.  Interest 
earned  on  these  funds  by  the  guarantor 
organization,  moreover,  must  be  used 
for  program  purposes. 

Delaying  Implementation 

In  discussions  with  FMS,  several 
States  have  argued  for  a  delay  in  the 
onset  of  CMIA,  indicating  that  the  will 
not  be  able  to  implement  new  cash 
management  procedures  by  October  24', 
1992.  The  Secretary  has  no  authority  to 
delay  the  onset  of  the  interest  provisions 
of  CMIA,  and  die  statute  is  plain  in  this 
regard; 

[Sjubsections  (c)  and  (d]  of  section  6503  of 
title  31,  United  States  Code,  as  added  by 
subsection  (b)  of  this  section  (delating  to 
payments  of  interest  between,  the  Federal 
Government  and  State  governments),  ahatl 
take  effect  2  years  after  the  date  of 
enactment  of  this  Act 

Hence,  interest  will  begin  accruing  on 
October  24, 1992,  notwithstanding  any 
powers  of  the  Secretary  to  write 
regulations  or  to  negotiate  a^eements 
with  States. 

The  Secretary  recognizes,  however, 
that  some  States  may  not  be  able  to 
develop  clearance  patterns  and 
implement  new  funding  techniques  by 
October  24, 1992.  Through  a  limited 
Interim  Agreement,  the  Secretary  will 
allow  such  States  until  July  1, 1993,  to 
put  in  place  the  required  cash 
management  techniques. 

States  entering  an  Interim  Agreement 
will  be  required  to  calculate  or  estimate, 
retrospectively  if  necessary,  the  interest 
liabilities  for  the  period  from  October 
24, 1992  to  June  30, 1993.  The  Secretary 
will  be  flexible  and  will  make  all 
reasonable  efforts  to  accommodate 
States  when  defining  the  provisional 
interest  calculation  requirements  for  the 
initial  period.  Interim  Agreements  must 
also  specify  the  funds  transfer 
proce^res  a  State  will  use.  The 
Secretary  intends  to  afford  States 
flexibility  in  selecting  procedures,  and 
may  agree  to  provisional  procedures  or 
conventions  ottier  dtan  the  four  funding 
techniques  set  forth  in  $  205.5.  On  or 


before  July  1, 1993,  all  Interim 
Agreements  would  lapse,  and  States 
would  either  bave  to.  comply  with  a  full 
State/Federal  Agreement  or  comply 
with  the  default  regulations. 

Thus,  States  have  three  options  for  the 
onset  period  from  October  24, 1992  to 
June  30, 1993.  First,  they  may  enter  into 
an  Interim  Agreement,  which!  would 
include  a  provisional  interest 
calculation  method  and  provisional 
funds  transfer  procedures.  Second,  a 
State  may  enter  into  a  fidUfledge  State/ 
Federal  Agreement  and  proceed  with 
complete  implementation.  Third,  a  State 
could  enter  into  no  agreement  and 
subject  itself  to  the  full  scope  the 
default  regulations. 

Cost  Recovery 

The  proposed  regulation  provides  that 
States  be  compensated  for  the  costs  of 
developing  and  maintaining  clearance 
patterns  and  for  the  costs  required  for 
the  actual  calculation  of  interest 
payments,  up  to  a  maximum  of  $30,600 
per  year.  Costs  in  excess  of  $30,000  may 
be  eligible  for  reimbursement  only  if  a 
State  can  justify  to  the  Secretary  that 
without  such  costs  the  State  would  be 
unable  to  develop  clearance  patterns  or 
perform  the  actual  calculation  of 
interest  In  discussions  with  the  FMS^ 
some  States  contended  that  cost 
recovery  should  not  be  defined  this  way 
and  that  States  should  be  reimbursed  for 
all  costs  associated  with  the 
implementation  of  the  law.  Some 
Federal  agencies  contended  that  States 
should  not  receive  any  reimbursement 
under  CMIA  for  their  expenses  in 
implementing  the  statute.  In  this  matter, 
the  draft  regulation  follows  the  guidance 
of  the  House  of  Representatives 
Committee  Report  on  CMLA.  That  report 
notes  that  the  statute  is  a  compromise 
between  the  views  of  Federal  and  State 
officials,  and  establishes  "that  the 
States  be  directly  reimbursed  for  those 
costs  incurred  by  the  States  which 
would  be  considered  unique  to  the  cash 
management  procedures  required"  by 
CMIA,  and  that  such  costs  "would  be 
those  costs  directly  related  to  the 
interest  calculations. .  .  ."  House  of 
Representatives  Committee  Report  No. 
696, 101st  Congress,  2nd  Sessicm  9-11 
(1990). 

The  FMS  also  shares  the  view 
expressed  on  page  16  of  the  same  report 
that  such  costs  will  be  "relatively 
minor.”  Furthermore,  certain  costs 
associated  with  CMIA  are  currently 
eligible  for  reunbursement  under  Office 
of  Management  and  Budget  (OMB) 
Circular  A-67,  such  as  developing  and 
implementing  new  cash  management 
policies  and  procedures,  negotiating  the 
State/Federal  Agreements,  or  training 


State  employees  to  implemeBt  new 
procedures.  For  these  reasons;  the  FMS 
views  the  $30;e60  cost  reunbwscnient 
limit  as  reasonable.  Because  CMIA 
speaks  of  cost  reunbursement  only  in 
connection  with  State/Federal 
Agreements,  only  those  States  that  have 
entered  into  sach  an  Agreement  will  be 
eligible  for  reiinbarseoient.  The  FMS 
will  routinely  review  State  cost  claims 
and  disallow  unreasonable  costs.  The 
Paperwork  Reduction  Act  estimate  of  an 
annual  reporting  and/or  recordkeeping 
burden  of  250  to  750  hours  per  State  will 
be  used  as  a  guideline  for  determining 
the  reasonableness  of  a  direct  cost 
claim. 

Direct  costs  incurred  prior  to  July  22, 
1991,  wiB  not  be  eligible  for 
reimbursement,  antess  a  State  makes 
separate  application  to  the  Secretary 
with  justification  and  documentation. 
Normally,  costs  inearred  prior  to  the 
publication  of  a  Pinal  Rale  are  ineligible 
for  reimbursement.  In  the  case  of  CMIA, 
however,  sts^up  costs  are  necessary, 
and  the  Final  Rule  will  be  published 
within  months  of  the  October  24. 1992, 
implementation  date.  For  these  reasons, 
costs  incurred  after  July  22, 1991,  rather 
than  after  the  date  of  the  Final  Rule,  will 
be  eh'gible  for  reimbursement.  July  22, 
1991,  is  chosen  because  it  was  the  date 
the  FMS  circdated  a  pre-clearance  draft 
of  these  regulations  fa  all  States  and 
other  interested  parties. 

Definition  of  a  State 

The  definition  of  a  "State”  has  been  a 
troublesome  issue  for  some  States. 
According  to  CMIA  "*State’  means  a 
State  of  the  United  States,  the  District  of 
Columbia,  a  territory  or  possession  of 
the  United  States,  and  an  agency, 
instrumentality,  or  fiscal  agent  of  a  State 
but  does  not  mean  a  local  government  of 
a  State.”  The  issue  has  been  most 
controversial  when  considering  whether 
entities  with  some  measure  of 
autonomy,  like  public  universities  in 
many  States,  should  be  considered  part 
of  the  Stale  for  CMLA  purposes. 

The  proposed  regulation  [>rovides  for 
using  the  United  States  Bureau  of  the 
Census'  lists  of  Dependent  State 
Agencies  as  the  basis  for  developing  an 
inclusive  list,  to  be  contained  in  the 
State/Federal  Agreement,  of  all  entities 
considered  to  be  ageiKies, 
instrumentalities  or  fiscal  agents  ol  the 
State.  States  will  be  afforded  the 
opportunity  to  propose  adjustments  to 
the  Census  Bureau  list,  acco«Biiting  Sor 
any  misrepresented  or  omittedi  entities. 
Examides  include  agencies  or 
departments  that  have  been  created  or 
disbanded  since  the  last  update  of  dK 
,  list,  and  any  entity  for  wbidk  the  State 
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can  provide  justification  acceptable  to 
the  Secretary  for  exclusion  as  part  of  the 
State  for  purposes  of  this  regulation. 

Since  this  proposed  regulation  applies  to 
all  major  Federal  assistance  programs, 
States  and  Federal  agencies  should  be 
advised  that  State  colleges  and 
universities,  public  authorities,  and 
other  entities  on  the  Census  Bureau  list 
are  subject  to  this  proposed  regulation  if 
they  receive  funding  under  a  major 
Federal  assistance  program.  Thus,  while 
the  Secretary  may  agree  to  a  1-year 
grace  period  for  States  that  do  not  have 
direct  fiscal  control  over  such  entities,  in 
many  cases  States  will  be  required  to 
develop  plans  to  cover  them. 

Additionally,  while  this  Notice  of 
Proposed  Rulemaking  specifies  the  use 
of  Census  Bureau  standards  as 
explained  above,  the  Secretary  is 
considering  other  options  for  defining 
"State."  One  possibility  is  to  use 
generally  accepted  accounting  principles 
defining  the  State  reporting  entity. 
Another  option  is  to  use  a  dehnition 
derived  from  0MB  Circulars  on  grant 
administration  requirements.  State 
entities  subject  to  OMB  Circular  A-102 
could  be  covered  by  CMIA,  and  State 
entities  subject  to  A-110  (institutions  of 
higher  education,  hospitals,  and  other 
non-profit  organizations)  could  be 
excluded  from  the  provisions  of  CMIA. 

A  third  option  is  to  use  a  program- 
driven  definition,  where  all  State 
entities  that  administer  programs  above 
a  funding  threshold  would  be  considered 
part  of  the  State  for  the  purposes  of 
CMIA. 

The  Secretary  recognizes  the 
importance  of  ^is  issue  and  continues 
to  solicit  comments  from  States  and 
professional  associations  on  the 
definition  of  “State”  for  the  purposes  of 
CMIA. 

Indirect  Costs/ Administrative  Expenses 

Some  States  and  Federal  agencies 
have  indicated  that  due  to  the 
complexities  of  cost  accounting  for 
Federal  programs  and  the  difficulty  of 
assigning  and  charging  an  indirect  or 
administrative  expenditure  to  a  specific 
drawdown  under  a  particular  program, 
in  most  cases  the  effort  and  costs 
required  to  calculate  interest  liabilities 
for  such  transfers  will  be 
disproportionate  to  any  benefits 
derived.  Therefore,  the  regulation 
provides  some  options  for  the  States.  It 
lists  three  conventions  which  a  State 
may  choose  for  the  funding  of 
administrative  and  overhead  type  costs. 
For  example,  one  convention  is  to  key 
the  transfer  of  funds  for  administrative 
expenses  to  a  State's  salary  and  wage 
run,  since  payroll  represents  about  70-80 
percent  of  total  administrative  costs.  If  a 


State  opts  to  use  one  of  the  conventions, 
no  interest  liabilities  will  accrue  on  the 
transfer  of  funds  for  administrative 
expenses  or  indirect  costs.  These 
conventions  are  intended  to  be  cost 
efficient  and  equitable  alternatives  that 
would  still  provide  certainty  and 
efficiency  in  the  transfer  of  funds. 
However,  a  State  may  apply  some  other 
drawdown  convention  or  funding 
procedure  for  administrative  expenses/ 
indirect  costs,  subject  to  the  approval 
and  agreement  of  the  Secretary.  The 
State/Federal  Agreement  will  specify 
rules  for  the  accrual  of  interest  in 
conjunction  with  any  funding  techniques 
agreed  upon  for  these  costs. 

Interest  Calculation  Methodology 

States  and  Federal  officials  have 
expressed  concern  that  mandating  an 
interest  calculation  methodology  in  the 
regulations  would  be  inconsistent  with 
the  variety  of  administrative,  banking, 
and  accounting  systems  used  by  States. 
Therefore,  States  will  be  able  to  specify, 
in  the  State/Federal  Agreement,  their 
own  methodology  for  calculating 
interest,  subject  to  the  general 
guidelines  of  the  proposed  regulation 
and  the  approval  of  the  Secretary.  An 
interest  calculation  method  will  be 
prescribed  in  the  regulations  only  for 
those  States  that  have  not  entered  into  a 
State/Federal  Agreement. 

Federally  Mandated  Reimbursable 
Funding  Programs 

The  treatment  of  reimbursable  funding 
programs  under  CMIA  has  been 
controversial.  Reimbursable  funding 
programs  are  programs  for  which 
Federal  law  mandates  that  a  State  must 
pay  out  its  own  funds  before  it  is  eligible 
to  receive  Federal  funds. 

Some  States  have  contended  that  the 
Federal  Government  should  be  liable  for 
interest  from  the  day  a  State  pays  out  its 
own  funds  until  the  day  it  is  reimbursed 
by  the  Federal  Government,  without 
restriction  or  limitation.  Federal 
agencies,  on  the  other  hand,  contend 
that  it  would  be  unreasonable  for  the 
Federal  Government  to  incur  an  interest 
liability  prior  to  the  day  a  State  requests 
reimbursement,  because  the  Federal 
Government  would  have  a  limitless 
liability  for  transactions  over  which  it 
has  no  control  or  knowledge.  They  argue 
that  the  statutory  goals  of  efficient  and 
effective  cash  management  mean  that 
States  should  receive  no  interest  before 
submitting  a  bill. 

For  Federally  mandated  reinbursable 
funding  programs,  the  proposed 
regulation  does  not  limit  a  State's 
entitlement  to  interest  prior  to 
requesting  funds  or  billing.  A  State  will 
be  entitled  to  interest  from  the  day  the 


State  expends  its  own  funds  until  the 
day  the  State  is  reimbursed,  without 
restriction. 

The  Secretary  strongly  encourages 
States  to  request  funds,  or  bill,  in  a 
timely  manner  for  mandatory 
reimbursable  funding  programs. 

Allowing  interest  to  accrue  for  an 
unlimited  period  prior  to  the  submission 
of  bills  may  subsidize  and  encourage 
structural  and  administrative 
inefficiencies  in  State  cash  management 
systems,  which  is  inconsistent  with  the 
stated  purpose  of  the  law.  Accordingly. 
Federal  agencies  may  allow  States  to 
make  interim  drawdowns,  based  on 
estimates,  even  when  final  requests 
must  be  submitted  with  reports. 

Federal-Aid  Highway  Programs 

For  Federal-aid  highway  programs 
and  projects,  no  Federal  interest  liability 
will  accrue  prior  to  the  day  the  Federal 
Highway  Administrtion  (FHWA) 
receives  a  request  for  funds.  This  rule  is 
needed  for  the  following  reasons. 

First,  any  Federal  interest  liability  for 
Federal-aid  highway  programs  has  the 
effect  of  reducing  the  funds  available  to 
States  for  program  purposes.  CMIA 
requires  that  interest  paid  to  a  State 
under  a  trust  fund  program  must  be 
charged  against  the  trust  fund.  (Interest 
paid  to  a  State  for  other  programs  will 
be  charged  against  the  General  Fund  of 
the  Treasury.)  Therefore,  any  interest 
paid  to  a  State  for  Federal-aid  highway 
programs  must  be  charged  against  the 
Federal  Highway  Trust  Fund.  If  a 
Federal  interest  liability  is  allowed  to 
accrue  prior  to  the  day  States  submit 
bills,  the  interest  charged  against  the 
trust  fund  is  likely  to  substantially 
reduce  trust  fund  balances,  and  thus 
reduce  the  funds  available  for  program 
purposes. 

Furthermore,  if  the  Federal 
Government  were  to  pay  interest  on 
State  billing  float  for  the  Federal-aid 
highway  programs,  the  result  would  be 
that  States  with  efficient  billing  systems 
would  subsidize  those  with  less  efficient 
systems.  Only  those  States  that  did  a 
poor  job  of  billing  would  be  paid 
interest.  However,  the  total  funds 
available  for  all  highway  projects  would 
be  reduced.  Efficient  States  would  not 
receive  any  interest  payments,  but 
would  suffer  along  with  the  others  as  a 
result  of  the  diminution  of  the  funds 
available  for  program  purposes. 

It  is  not  the  intent  of  CMIA,  directly  or 
indirectly,  to  have  a  negative  material 
effect  on  trust  fund  balances.  Thus, 
while  the  rule  for  Federal-aid  highway 
programs  does  not  eliminate  interest 
charges  against  the  Federal  Highway 
Trust  Fund,  it  ensures  that  the 
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obligatory  accounting  convention  for 
trust  funds  will  not  result  in  an 
unintended  material  effect  on  the  corpus 
of  the  trust. 

As  trustee  of  the  Federal  Highway 
Trust  Fund,  the  Secretary  believes  this 
policy  to  be  a  reasonable  and  necessary 
step  in  fulfilling  the  fiduciary 
responsibility  of  administering  the  trust. 
The  corpus  of  the  Federal  Highway 
Trust  Fund  would  be  materially 
diminished  if  States  are  to  be  paid 
interest  on  their  billing  float,  and  the 
investment  proceeds  of  the  trust  should 
not  be  used  to  subsidize  or  indemnify 
inefficient  billing  practices  by  States. 

Second,  the  regulation  governing 
billing  for  the  FHWA  programs,  (23  CFR 
140.105),  reads  as  follows:  "In  preparing 
a  progress  voucher,  all  eligible  costs 
shall  be  included,  provided  a  recorded 
liability  exists  or  a  cash  disbursement 
has  been  made.”  Hence,  States  may  bill 
the  FHWA  once  they  have  recorded  the 
expenditure,  prior  to  issuing  checks  and 
prior  to  actullly  paying  out  funds  for 
program  purposes.  It  is  therefore  a 
misnomer  to  call  the  FHWA  programs 
"reimbursable,”  since  States  can  bill 
well  in  advance  of  actually  redeeming 
checks.  Because  States  may  bill  on  an 
accrual  basis  and  because  the  proposed 
regulation  requires  Federal  agencies  to 
allow  States  to  bill  as  often  as  daily, 
there  is  nothing  to  prevent  States  from 
applying  one  of  the  funding  techniques 
set  forth  in  §  205.4  of  the  proposed 
regulation,  particularly  the  average  date 
of  clearance  technique,  which  would 
facilitate  billing  and  accounting  for 
FHWA  programs. 

Discussions  with  State  and  Federal 
officials  have  provided  further  support 
for  the  proposed  rule  on  FHWA 
programs,  because  it  has  become  dear 
that  several  States  bill  and  receive 
funds  from  the  FHWA  in  advance  of 
paying  out  their  own  funds.  Sfasi^y  put. 
Federal  funding  for  FHWA  programs 
does  not  under  current  practices 
necessarily  differ  from  Federal  funding 
for  advance  programs. 

Pre-Clearance  Draft 

A  pre-clearance  draft  of  the 
regulations  dated  July  22. 1991  was 
disseminated  to  States,  Federal  agencies 
and  other  interested  parties.  Over  half 
of  the  States  responded  with  comments, 
as  did  the  National  Association  of  State 
Auditors,  Comptrollers,  and  Treasurers, 
ten  Federal  agencies  and  the  Federal 
Reserve.  As  a  result  of  these  comments, 
the  FMS  made  several  changes  to  the 
draft  regulations,  which  are  reflected  in 
this  Notice  of  Proposed  Rulemaking. 

The  FMS  considered  and  rejected  a 
requirement  that  States  submit  a  mid¬ 
year  status  report.  This  requirement  has 


been  withdrawn  due  to  skepticism  about 
its  cost  effectiveness,  expressed  by  both 
State  and  Federal  officials.  This  report 
was  intended  to  serve  as  an  "early 
warning”  mechanism  by  which  the 
States  and  the  Federal  Government 
could  highlight  inefficient  cash 
management  and  assess  and  forecast 
potential  interest  exposure  prior  to  the 
year  and  calculation  of  interest.  In  the 
absence  of  the  mid-year  report  it  will  be 
incumbent  upon  Federal  and  State 
officials  to  prepare  informally 
throughout  the  year  for  the  potential 
requirement  to  exchange  interest. 

Unemployment  Trust  Fund  and 
Programs 

Due  to  the  unique  characteristics  of 
the  UnemplojTnent  Trust  Fund  (UTF), 
CMIA  contains  specific  language 
addressing  it.  This  is  reflected  in  this 
regulation,  which  contains  a  separate 
section  (Subpart  B)  to  deal  with  the  UTF 
programs. 

Unemployment  Insurance  (UI)  is  a 
UTF  program  that  pays  benefits  to 
qualified  workers  who  are  unemployed 
and  available  for  work.  Each  State  has 
its  own  UI  laws,  which  must  conform  to 
a  specific  set  of  Federal  requirements, 
and  is  responsible  for  determining  who 
is  eligible  for  benefits,  the  amount  of 
benefits,  and  the  duration  of  benefits. 

The  cash  flows  involved  in  the  UI 
program  are  as  follows: 

a.  The  UI  benefits  are  primarily 
financed  by  State  taxes  (contributions) 
on  employer  payrolls.  States  deposit 
employer  contributions  into  clearing 
accounts  in  commercial  banks  from 
which  they  are  transferred  electronically 
to  individual  State  accounts  in  the  UTF 
in  the  Treasury,  established  by  section 
904  of  the  Social  Security  Act  (SSA),  42 
U.S.C.  1104.  Section  303(a)(4)  of  the  SSA, 
42  U.S.C.  503(a)(4)  and  section  3304(a)(3) 
of  the  Federal  Unemployment  Tax  Act 
(FUTA),  26  U.S.C.  3304(a)(3)  require  the 
immediate  payment  of  all  money 
received  in  the  unemployment  fund  of  a 
State  to  the  Secretary  of  Treasury  to  the 
credit  of  the  UTF,  State  accounts  in  the 
UTF  consist  of  deposits  of  employer 
contributions  required  by  State  UI  laws, 
reimbursements  in  lieu  of  contributions, 
reimbursements  from  States  for 
transferring  unemployment  benefit 
payments  made  under  the  Interstate 
Arrangement  for  Combining 
Employment  and  Wages,  recoveries  of 
benefit  overpayments,  employee 
contributions,  and,  where  applicable, 
penalty  and  interest.  Penalty  and 
interest  may  be  excluded  only  if  the 
State  UI  law  provides  for  the  payment  of 
such  collections  to  another  State  fund. 

b.  State  UTF  balances  not 
immediately  needed  to  pay  benefits  are 


invested  by  the  Treasury,  primarily  in  U. 
S.  Government  securities,  with  earnings 
deposited  in  individual  State  accounts  in 
the  UTF  (SSA.  section  904(b).  42  U.S.C. 
1104(b)). 

c.  Funds  requisitioned  to  pay  benefits 
are  transferred  electronically  to  State 
benefit  payments  accounts,  generally  in 
commercial  banks,  to  fund  benefit 
checks  or  warrants  drawn  on  such 
accounts.  Section  303(a)(5)  of  the  SSA, 

42  U.S.C.  503(a)(5)  and  section  3304(a)(4) 
of  the  FUTA,  26  U.S.C.  3304(a)(4)  require 
that  all  money  withdrawn  from  the 
unemployment  fund  of  a  State  be  used 
for  the  payment  of  unemployment 
compensation  exclusive  of  expenses  of 
administration. 

The  withdrawal  requirements  of  the 
SSA  and  the  FUTA  are  affected  by 
CMIA.  Section  5(b)  of  CMIA,  31  U.S.C. 
6503(c)(3)(B)  addresses  the  special 
treatment  of  interest  computation  and 
exchange  for  funds  drawn  from  State 
accounts  in  the  UTF.  States  are 
permitted  to  invest  residual  daily 
balances  in  benefit  payment  accounts 
(see  c.  above),  use  earnings  generated 
by  those  balances  to  pay  "related 
banking  costs”  for  maintaining  those 
accounts,  and  return  interest  earnings  in 
excess  of  "related  banking  costs”  to  the 
UTF  annually. 

The  legislative  history  of  the  SSA  and 
the  FUTA  indicate  that  the  security  and 
integrity  of  unemployment  funds  is  the 
first  priority  of  UI  cash  management. 
Liquidity  and  return  on  investment  are 
important  considerations,  but  secondary 
to  security  and  intergrity  considerations. 
This  regulation  supports  that  position 
and  sustains  the  withdrawal 
requirements  of  the  SSA  and  the  FUTA 
within  the  framework  of  CMIA 
specifically  by  limiting  investment  of 
unemployment  funds  in  State  benefit 
payment  accounts  and  requiring 
insurance/collateralization  of  all 
unemployment  funds  residing  outside 
the  UTF. 

All  existing  provisions  and 
requirements  of  the  SSA,  the  FUTA  and 
Department  of  Labor  (DOL)  regulations 
and  policy  apply  to  unemployment  fund 
cash  management  with  the  following 
exceptions: 

a.  Benefit  payment  account  balances 
may  be  invested  in  interest-bearing 
accounts  and/or  overnight  reverse 
repurchase  agreements  of  U.S. 
Government  securities. 

b.  Earnings  on  those  investments  may 
be  used  to  pay  the  related  bank  costs  of 
State  benefit  payment  account 
maintenance.  Any  excess  earnings  (i.e., 
amounts  in  excess  of  “related  banking 
costs”),  must  be  returned  in  full  to  the 
State’s  account  in  the  UTF  annually.  The 
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restriction  on  the  use  of  unemployment 
funds  exclusively  to  pay  benefits 
remains.  Funds  may  not  be  drawn  from 
the  UTF  for  the  purposes  of  investment 
or  for  the  purpose  of  paying  bank 
charges.  Bank  charges  may  be  paid  only 
with  earnings  on  secured  and/or  insured 
investments. 

Transfers  to  Non-State  Entities 

Subpart  C  is  not  a  result  of  CMIA 
implementation.  It  is  revision  to  the 
existing  regulation  at  31  CFR  part  205, 
"Withdrawal  of  Cash  from  the  Treasury 
for  Advances  Under  Federal  Grant  and 
Other  Programs.”  Subpart  C  is  intended 
to  be  a  shorter  and  clearer  restatement 
of  the  rules  contained  in  the  existing  31 
CFR  part  205.  It  is  not  intended  to  make 
substantive  changes  in  this  area.  It  will 
govern  transfer  to  non-State  entities  and 
State  entities  not  covered  by.  or 
otherwise  outside  the  Scope  of  subpart 
A.  as  defined  by  §  205.3.  The  interest 
provisions  of  the  CMIA  do  not  apply  to 
subpart  C,  although  all  relevant 
provisions  of  OMB  circulars  do  apply, 
including  those  dealing  with  the  accrual 
of  interest. 

Record  Retention 

The  proposed  regulation  requires 
States  to  retain  records  supporting 
interest  calculations  and  clearance 
patterns  for  5  years.  The  5-year 
retention  period  is  necessary  because  a 
State  may  use  clearance  pattern  models, 
whidi  are  needed  to  schedule 
drawdowns  and  calculate  interest,  for 
up  to  five  years  before  recertifying  their 
accuracy.  The  records  supporting 
clearance  patterns  need  to  be  retained 
until  a  State  is  required  to  revisit  the 
clearance  pattern  calculations. 

Oversight 

Compliance  with  this  proposed 
regulation  and  with  the  requirements  of 
CMIA  will  be  monitored  in  several 
ways.  The  Secretary  expects  that  States 
will  be  audited  for  compliance  annually, 
through  Single  Audit  procedures. 
Additionally,  the  Secretary  may  request 
Federal  agencies  to  conduct  audits  of 
States,  and  will  coordinate  with  the 
agencies  to  ensure  that  State  compliance 
is  investigated  during  on-site  reviews. 
Annual  reports  submitted  by  States  will 
be  cross-checked  for  accuracy  by  both 
the  Secretary  and  Federal  agencies. 
Finally,  States  must  make  all  records 
relating  to  CMIA  available  for  review  by 
the  Secretary  and  the  Federal  agency 
Inspectors  General,  upon  30  days 
written  notice. 

Federal  agencies  will  be  evaluated  for 
compliance  with  CMIA  during  the 
Secretary’s  periodic  cash  management 
reviews.  Annual  Reports  submitted  by 


States  will  be  used  to  monitor  the 
performance  of  Federal  agencies,  and 
when  an  agency  is  egregiously  or 
repeatedly  untimely  in  its  payments,  the 
Secretary  may  exact  a  charge  against 
the  agency’s  operating  appropriation. 

OMB  Circulars 

The  OMB  Circulars  referenced  in  this 
proposed  regulation  may  be  obtained 
from  the  Office  of  Management  and 
Budget,  New  Executive  ^fice  Building. 
725-17th  Street  NW..  Washington.  DC 
20503. 

Public  Comment 

Public  comment  is  solicited  on  all 
aspects  of  this  proposed  regulation.  The 
FMS  will  consider  all  comments  made 
on  the  substance  of  this  proposed 
regulation,  but  does  not  intend  to  hold 
hearings  on  it. 

Regulatory  Analysis 

It  has  been  determined  that  this 
document  is  not  a  major  regulation  as 
defined  in  E.0. 12291  and  a  regulatory 
impact  analysis  is  not  required.  Some 
States  may  have  to  make  interest 
payments  to  the  Federal  Government  for 
the  use  of  Federal  funds,  but  such  costs 
are  not  expected  to  be  major  within  the 
meaning  of  E.0. 12291.  The  provision  for 
the  reimbursement  of  the  costs  directly 
incurred  by  States  in  computing  interest 
will  reduct  the  economic  impact  of  the 
regulation.  In  any  event,  the  economic 
consequences  of  the  regulation  will  be  a 
direct  result  of  the  statutory  mandate  of 
CMIA. 

Regulatory  Flexibility  Act 

It  is  hereby  certified  that  this 
regulation  will  not  have  a  significant 
economic  impact  on  a  substantial 
number  of  small  entities.  Accordingly,  a 
regulatory  flexibility  analysis  is  not 
required.  The  States  which  will  be 
affected  by  Subparts  A  and  B  of  this 
regulation  do  not  fit  within  the 
Regulatory  Flexibility  Act  definition  of 
“Small  entity,"  5  U.S.C.  601. 

Furthermore,  as  explained  in  the 
preceding  paragraph,  the  economic 
impact  is  not  expected  to  be  major.  The 
rules  in  subpart  C  of  the  draft  regulation 
are  not  a  substantive  change  from  the 
existing  rules  at  31  CFR  part  205. 

Paperwork  Reduction  Act 

The  collections  of  information 
contained  in  this  Notice  of  Proposed 
Rulemaking  have  been  submitted  to  the 
Office  of  Management  and  Budget  for 
review  in  accordance  with  the 
Paperwork  Reduction  Act  of  1980, 44 
U.&C.  3505(h).  Comments  on  the 
collections  of  information  should  be  sent 
to  the  Office  of  Management  and 


Budget,  Paperwork  Reduction  Project 
(1510-AA19),  Washington,  DC  20503. 
with  copies  to  the  Financial 
Management  Service  at  the  address 
specified  at  the  beginning  of  this  notice. 
The  collection  of  information  in  this 
proposed  regulation  are  in  §§  205.4, 

205.8,  205.12  and  205.13.  This 
information  is  required  by  the  FMS  to 
verify  compliance  with  statutory 
requirements.  This  information  will  be 
used  for  purposes  of  reporting  and 
verifying  interest  claims.  The 
respondents  are  State  governments. 

Estimated  total  annual  reporting  and/ 
or  recordkeeping  burden:  28,000  hours. 

The  estimated  annual  burden  per 
respondent/recordkeeper  varies  from 
250  hours  to  750  hours,  depending  on 
individual  circumstances,  with  an 
estimated  average  of  500  hours. 

Estimated  number  of  respondents 
and/or  recordeepers:  56  (the  fifty  States, 
five  territories  and  the  District  of 
Columbia). 

Estimated  annual  frequency  of 
responses:  1. 

List  of  Subjects  in  31  CFR  Part  205 

Grant  programs.  Grants 
administration.  Intergovernmental 
relations.  Electronic  funds  transfers. 

Authority  and  Issuance 

For  the  reasons  set  forth  in  the 
Preamble,  part  205  of  title  31,  Code  of 
Federal  Regulations,  is  proposed  to  be 
revised  to  read  as  follows. 

PART  205~FEDERAL  FUNDS 
TRANSFER  PROCEDURES 

Subpart  A — Major  Federal  As^stance 
Programs  Admintetered  by  States 

Sea 

205.1  Purpose. 

205.2  Definitions. 

205.3  Scope. 

205.4  Funding  techniques. 

205.5  Requesting  and  transferring  funds. 

205.6  State/Federal  agreements. 

205.7  Federal  agency  responsibilities. 

205.8  State  responsibilities. 

205.9  Federal  interest  liabilities. 

205.10  State  interest  liabilities. 

205.11  Interest  calculation. 

205.12  Direct  costs  of  implementation. 

205.13  Annual  reports. 

205.14  Interest  payment. 

205.15  Compliance. 

205.16  Appeals  and  dispute  resolution. 
Appendix  A  to  Subpart  A  of  Part  205 — 

Definition  of  Major  Federal  Assistance 
Program 

Appendix  B  to  Subpart  A  of  Part  205 — 
Alternate  Interest  Calculation 
Methodology 

Subpart  B— Tha  Unemptoyment  Trust  Fund 
(UTF) 

205.21  Purpose  and  scope. 
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205.22  Definitions. 

205.23  Limitation  on  withdrawals. 

205.24  Limitation  of  investment. 

205.25  State  held  UTF  funds. 

205.26  Separate  bank  accounts. 

205.27  Annual  payment  of  interest. 

Subpart  C— Other  Recipients 

205.31  Purpose  and  scope. 

205.32  Definitions. 

205.33  General. 

Authority:  5  U.S.C.  301;  31  U.S.C.  3335, 6501, 
6503. 

Subpart  A— Major  Federal  Assistance 
Programs  Administered  by  States 

§  205.1  Purpose. 

This  subpart  prescribes  the  rules  for 
the  transfer  of  funds  between  the 
Federal  Government  and  the  States  for 
Federal  programs  subject  to  Public  Law 
101-453,  the  Cash  Management 
Improvement  Act  of  1990  (hereinafter 
referred  to  as  CMIA). 

§205.2  Definitions. 

For  the  purpose  of  this  part: 

Advance  funding  program  means  a 
program  for  which  a  State  can  request 
and  receive  Federal  funds  on  or  before 
the  day  funds  are  paid  out  for  program 
purposes. 

Authorized  State  Official  means  the 
Governor,  Comptroller,  Treasurer  or  any 
other  State  representative  who 
possesses  the  legal  authority  to  commit 
the  State  for  the  purposes  of  this 
regulation,  or  such  official’s  designee  as 
certified  in  writing. 

Average  clearance  means  a  method  of 
transferring  funds  to  a  State  on  the 
dollar-weighted  average  number  of  days 
after  disbursement  required  for  EFT 
payments  to  be  settled  and  for  checks  to 
be  presented. 

Certified  reports  means  reports  whose 
accuracy  and  content  are  verified  and 
signed  by  an  Authorized  State  Official. 

Check  means  a  negotiable  demand 
draft  or  warrant. 

Clearance  pattern  means  a  statistical 
model  showing  the  proportion  of  a  total 
amount  disbursed  that  is  debited  against 
the  payor’s  bank  account  each  day. 

Day  means  a  calendar  day  unless 
specified  otherwise. 

Disallowance  means  a  decision  by  a 
Federal  agency  that  a  recipient  was  not 
entitled,  in  whole  or  part,  to  funds 
awarded  for  a  particular  claim. 

Disburse  means  the  issuance  of  check 
or  initiation  of  an  EFT  payment. 

Discretionary  grant  means  an  award 
made  under  a  Federal  program  in  which 
a  Federal  agency  is  statutorily 
authorized  to  exercise  judgment  in 
selecting  the  grantee,  generally  through 
a  competitive  process. 

Drawdown  means  any  process 
whereby  States  request  and  receive 


Federal  funds.  The  phrase  “draw  down” 
is  used  as  a  verb  form  of  this  word. 

Electronic  funds  transfer  (EFT)  means 
any  transfer  of  funds,  other  than  a 
transaction  originated  by  check  or 
similar  paper  instrument,  that  is 
initiated  through  an  electronic  terminal, 
telephone,  or  computer  or  magnetic  tape, 
for  the  purpose  of  ordering,  instructing, 
or  authorizing  a  bank  to  debit  or  credit 
an  account.  The  term  includes  Fedwire 
transfers,  Automated  Clearing  House 
(ACH)  transfers,  and  transfers  made  at 
automated  teller  machines  and  Point-Of- 
Sale  (POS)  terminals. 

Equivalent  rate  means  auction 
average  equivalent  yield,  also  known  as 
the  auction  average  investment  rate  of 
13-week  Treasury  bills. 

Estimated  clearance  (previously 
known  as  Delay-of-Draw)  means  a 
method  of  transferring  Federal  funds  to 
a  State  on  the  date  the  funds  are 
estimated  to  be  paid  out  based  on  a 
clearance  pattern. 

Federal  agency  means  any  executive 
agency  of  the  United  States  government, 
except  for  the  Tennessee  Valley 
Authority  (TV A).  (The  TVA  is 
statutorily  excluded  from  this 
regulation.) 

Federally  mandated  reimbursable 
funding  program  means  a  program  for 
which  Federal  law  mandates  that  a 
State  make  actual  cash  outlays  of  State 
funds  for  program  piuposes  before  the 
State  can  receive  Federal  funds. 

Federal  program  or  program  means 
the  range  of  activities  generally 
encompassed  under,  and  classified  by,  a 
unique  Catalog  of  Federal  Domestic 
Assistance  number  (CFDA  #). 

For  program  purposes  means  to  fulfill 
the  objectives  of  a  Federal  program.  In 
the  context  of  State  payments  of  funds, 
it  refers  to  making  payments  to  non- 
State  persons  or  organizations,  or 
payments  to  the  persons  or 
organizations  (including  State  agents 
and  instrumentalities)  that  are  the 
ultimate  recipient  of  funds  being 
disbursed.  It  does  not  include  payments 
to  intermediary  grantees  that  are  agents 
or  instrumentalities  of  the  State,  as 
illustrated  in  the  following  examples. 

Example  1:  On  Day  1,  $1  million  is 
transferred  from  the  Federal  Government  to  a 
central  bank  account  of  the  State  and 
subgranted  (transferred)  from  the  State  to  its 
Department  of  Human  Resources.  On  Day  3, 
the  funds  are  disbursed  to  Aid  to  Families 
with  Dependent  Children  program  (AFDC) 
recipients  and  presented  for  payment 
according  to  the  following  clearance  pattern: 


Day 

i 

Percent 
of  S's 
debited 
from  the 
bank 
account 

1  State  receives  $1  million  and  sub- 
grants  (transfers)  it  to  the  State  Depart¬ 
ment  of  Human  Resources . 

2  . 

3  Checks  issued  to  program  recipients . 

4  . 

0 

0 

«i 

0 

6  . . . 

30 

7  . 

50 

ft 

10 

fl  . 

to 

Because  funds  are  not  considered  paid  out 
“for  program  purposes”  until  they  are  paid 
out  to  non-State  persons  or  organizations  for 
the  ultimate  recipients),  in  the  above  example 
the  State  would  accrue  an  interest  liability  to 
the  Federal  Government  as  follows:  5  days  on 

$300,000;  6  days  on  $500,000;  7  days  on 
$100,000  and  8  days  on  $100,000. 

Example  2:  On  Day  1,  $1  million  is 
transferred  from  the  Federal  Government  to  a 
central  bank  account  of  the  State  and 
subgranted  (transferred)  from  the  State  to  a 
county  government  the  same  day.  The  funds 
clear  the  county’s  bank  according  to  the  same 
clearance  pattern  as  in  Example  1.  However, 
because  the  funds  were  transferred  to  a  non- 
State  organization  (i.e.  the  local  government), 
and  thus  considered  paid  out  "for  program 
purposes”  the  same  day  they  were  received 
from  the  Federal  Government,  there  would  be 
no  accrual  of  a  State  interest  liability. 

Head  of  an  agency  means  the  chief 
official  of  a  Federal  agency,  or  the 
authorized  representative  of  such  chief 
ofHcial. 

Major  Federal  assistance  program  is 
defined  in  appendix  A  to  subpart  A  of 
this  part  as  derived  from  the  Single 
Audit  Act  of  1984  at  31  U.S.C.  7501(12), 

Obligational  authority  means  the 
authority  to  obligate  funds  which  is 
conferred  upon  a  State  when  a  Federal 
agency  awards  the  State  a  grant, 
whereby  the  Federal  Government 
provides  funds  or  aid  in  kind  to  the 
State  to  carry  out  speciHed  programs, 
services,  or  activities. 

Pay  out  means  to  debit  the  payor’s 
bank  account  for  purposes  of  making  a 
payment  by  EFT  or  check. 

Pre-issuance  funding  (previously 
known  as  Checks  Issued-Interest 
Remitted)  means  a  method  of  tranferring 
Federal  funds  to  a  State  whereby  the 
State  draws  down  the  funds  in  advance 
of  issuing  payments  via  EFT  or  check. 

Recipient  means  a  person  or 
organization  outside  the  Federal 
Government  receiving  funds  under 
Federal  grant  and  other  programs. 
Primary  recipient  means  a  recipient 
receiving  funds  directly  from  the  Federal 
Government.  Subrecipient  means  a 
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recipient  receiving  funds  directly  from  a 
priniary  recipient  or  through  another 
subredpient. 

Refunds  means  recoveries  of  funds 
previously  paid  out  for  program 
purposes,  rebates,  and  other  types  of 
program  income  that  are  subject  to 
return  to  the  Federal  Government. 

Request  for  funds  means  a  solicitation 
for  funds  that  is  submitted  in 
accordance  with  Federal  agency 
guidelines. 

Secretary  means  the  Secretary  of  the 
Treasury  of  the  United  States  or  his 
representative.  The  Financial 
Management  Service  shall  act  as  the 
secretary’s  representative  for  all  matters 
pertaining  to  this  Act  unless  otherwise 
specified. 

State  means  a  State  of  the  United 
States,  the  District  of  Columbia,  the 
Commonwealth  of  Puerto  Rico,  the 
Commonwealth  of  the  Northern  Manana 
Islands,  American  Samoa.  Guam,  the 
Virgin  Islands,  and  the  agencies, 
instrumentalities,  or  fiscal  agents  of  a 
State,  but  does  not  include  a  local 
government  within  a  State  or  a 
Federally  recognized  Indian  tribal 
government.  The  United  States  Bureau 
of  the  Census’  lists  of  dependent 
agencies  for  each  State  will  be  used  as 
the  initial  basis  for  determining  State 
agencies,  instrumentalities,  and  Hscal 
agents.  The  listed  agencies, 
instrumentalities,  and  Hscal  agents,  any 
successor  entities,  and  any  newly 
created  entities  of  the  State  that 
administer  Federal  programs  will  be 
used  for  purposes  of  this  Subpart. 

State  agent  means  any  person  or 
organization  who  transacts  business  on 
behalf  of  the  State.  Examples  include  a 
bank  or  any  person  w  organization 
conducting  banking  or  other  fiscal 
services  for  the  State. 

Supplemental  grant  meairs  an  award 
granted  as  an  addition  to  a  quarterly, 
annual  or  other  grant,  when  funds  are 
exhausted  before  the  end  of  the  grant 
period. 

Trust  funds  for  which  the  Secretary  is 
the  trustee  means  trust  funds 
administered  by  the  Secretary. 

Zero  balance  accounting  (previously 
known  as  Checks  Paid}  means  a  method 
of  transferring  Federal  funds  to  a  State 
on  the  date  funds  are  paid  out. 

§2053  Scope. 

(a)  From  October  24, 1992,  to  the  end 
of  each  State's  1993  Fiscal  Year,  this 
Subpart  applies,  at  a  minimum,  to  the 
following  programs,  fH-ovided  that  they 
are  major  Federal  assistance  programs 
in  a  State’s  1992  Fiscal  Year  or  are 
estimated  by  the  State  to  be  major 
Federal  assistance  programs  for  its  1993 
Fiscal  Yean 


Medical  Assistance  Program  (CFDA 
93.778); 

Supplemental  Security  Income  (CFDA 
93.807); 

Unemployment  Insurance  (CFDA 
17.225); 

Highway  Planning  and  Construction 
(CFDA  20.205): 

Family  Support  Payments  to  States 
(CFDA  93.020): 

Chapter  1  Programs — Local  Educational 
Agencies  (CFDA  04.010); 

Pell  Grant  Program  (CFDA  84.063); 
National  School  Lunch  Program  (CFDA 
10355); 

Social  Services  Block  Grant  (CFDA 
93.667); 

Job  Training  Partnership  Act  (CFDA 
17.250): 

Foster  Care— Dtle  IV-E  (CFDA  93.658); 
Special  Supplemental  food  Program  for 
Women,  Infants,  and  Children  (CFDA 
10.557); 

Special  Education — State  Grants  (CFDA 
84.027); 

Rehabilitation  Services — Basic  Support 
(CFDA  84.126); 

State  Administration  Matching  Grants — 
Food  Stamp  Program  (CFDA  10.561); 
Alcohol  and  DRug  Abuse  and  Mental 
Health  Services  Block  Grant  (CFDA 
93.992); 

Child  Support  Enforcement  (CFDA 
93.023): 

Low-Income  Home  Energy  Assistance 
(CFDA  93i)28): 

Job  Opportunities  and  Basic  Skills 
Training  (CFDA  93.021). 

(b)  From  the  beginning  of  each  State’s 
1994  Fiscal  Year  and  thereafter,  this 
Subpart  applies,  at  a  minimum,  to  all 
major  Federal  assistance  programs. 
Major  Federal  assistance  programs  will 
be  determined  based  on  expenditures 
from  the  most  recent  Fiscal  Year  for 
which  complete  Single  Audit  data  is 
available  from  the  U.S.  Bureau  of  the 
Census,  or  on  estimated  funding, 
sui^rted  by  docummitation,  for  a 
State’s  upcoming  Fiscal  Year. 

(c)  Additional  programs  may  be 
covered  by  this  Subpart,  subject  to  the 
mutual  agreement  of  a  State  and  the 
Secretary  in  a  State/Federal  Agreement. 

(d)  This  Subpart  does  not  apply  to 
payments  made  to  States  acting  as 
vendors  on  Federal  contracts,  which  are 
subject  to  the  Prompt  Payment  Act  of 
198^  as  amended.  31  USC  3901  et  seq.. 
OMB  Circular  A-125  "Prompt  Payment," 
and  the  implementing  regulation  at  48 
CFR  part  32. 

(e)  This  Subpart  does  not  apply  to  the 
TVA  or  programs  administered  by  the 
TVA. 

§  2054  Funding  techniques. 

(a)  Choosing  funding  techniques.  The 
following  funding  techniques  will  be 


made  available  for  selection  by  a  State 
for  advance  funding  programs,  subject 
to  the  approval  and  agreement  of  the 
Secretary: 

(1)  Zero  balance  accounting.  Using  a 
zero  balance  account,  a  State  requests 
Federal  funds  prior  to  a  cutoff  time  the 
day  EFT  payments  are  settled  or  checks 
are  presented  at  State  banks.  Interest 
liabilities  will  not  normally  be  incurred. 

(2)  Estimated  clearance.  Based  on  a 
clearance  pattern,  a  State  requests 
Federal  funds  prior  to  a  cutoff  time  the 
day  before  EFT  payments  are  scheduled 
to  be  settled  or  checks  are  expected  to 
be  presented  at  State  banks.  Interest 
liabilities  will  not  normally  be  incurred. 

Example:  A  State  mails  $1,000,000  in 
checks  to  benefit  recipients  for  a  Federally 
funded  program.  The  State  has  developed  the 
following  check  clearance  pattern  for  the 
program,  based  on  when  checks  have  been 
historically  presented  for  payment 


On  Day  3,  the  State  requests  40  percent  of 
the  funds  disbursed,  or  $400,000,  and  the 
Federal  agency  deposits  funds  in  the  State 
account  on  Day  4  to  coincide  with  the 
expected  presentment  of  40  percent  of  the 
total  disbursement.  On  Day  4,  the  State 
requests  30  percent  of  the  funds  to  pay  for 
checks  presented  on  Day  5,  and  so  on. 

Neither  the  State  nor  the  Federal  Government 
incurs  an  interest  liability  in  this  example. 
Furthermore,  if  the  State  draws  down 
$400,000  to  pay  for  checks  presented  on  Day  4 
and  only  $390,000  in  checks  are  presented, 
the  State  will  not  incur  an  interest  liability  on 
the  $10,000  of  Federal  funds  left  in  its 
accoimt  Over  the  long  term,  the  amounts 
drawn  down  and  the  amounts  of  checks  paid 
will  converge  to  the  historical  clearance 
pattern. 

(3)  Pre-issuance  funding.  A  State 
requests  Federal  funds  before  it  initiates 
EFT  payments  or  issues  checks.  A  State 
will  incur  an  interest  liability  to  the 
Federal  Government  from  the  day 
Federal  funds  are  credited  to  a  State 
account  until  the  day  they  are  paid  out 
for  program  purposes. 

Example:  Two  business  days  before  a  State 
mails  $1.000300  in  checks,  it  requests 
$1,000,000  from  a  Federal  agency,  which 
deposits  the  funds  in  a  State  account  the  next 
day.  The  State  has  developed  the  following 
check  clearance  pattern,  based  on  when  the 
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State's  checks  have  historically  been 
presented  for  payment: 


Day 

Percent¬ 
age  of 
$'s  paid 
out 

0  (funds  depositsd)-  . . . 

0 

1  (cttecks  mailec^ .  .  .  . . . 

0 

0 

s . 

0 

40 

c; 

30 

f{ 

IS 

7 . . . 

10 

8._ . . . 

5 

The  State  will  owe  the  Federal  Govemnient 
4  days  of  interest  on  40  percent  of  the  funds, 
or  5^.000.  since  that  amount  will  be  paid 
out  for  checks  presented  4  days  after  Federal 
funds  are  deposited  in  a  State  account.  The 
State  will  owe  5  days  of  interest  on  30 
percent  of  the  funds,  or  $300,000.  6  days  of 
interest  on  15  percent  of  the  funds,  and  so  on. 

(4)  Other  techniques.  The  Secretary 
will  approve  other  furxling  techniques 
that  are  mutually  agreed  upon  by  a  State 
and  the  Secretary. 

(b)  Average  clearance.  A  State  may 
request  approval  to  use  an  average  day 
of  clearance  funding  technique,  where 
the  State  requests  Federal  funds  the  day 
before  the  dollar-vveighted  average 
number  of  days  required  for  EFT 
payments  to  be  settled  and  for  checks  to 
be  presented  at  State  banks.  Interest 
liabilities  will  not  normally  be  incurred. 

Example:  A  State  mails  $1,000,000  in 
checks  to  contractors  for  a  Federally  funded 
program.  The  State  has  determined  the 
average  day  of  clearance,  weighted  by  dollar 
amount,  to  be  5  days  after  checks  are  mailed; 


Day 


0  (checks  mailed) . 

4  . . . 

5  . . . . . 

6  . . . . . . . 

7  . . . . . 

8  . . . 

Average  day  of  clearance 

The  State  will  request  $1  million  on  day  4 
and  receive  that  amount  on  day  5.  without 
the  State  or  the  Federal  Government 
incurring  an  interest  liability. 

In  determining  the  dollar-weighted  average 
day  of  clearance,  fractions  of  days  will  be 
rounded  to  the  nearest  whole  number.  The 
standards  and  maintenance  requirements 
specified  in  paragrap>hB  (c).  (d)  and  (e)  of  this 
section  applying  to  clearance  patterns  will 
apply  to  average  day  of  clearance 
calculations. 


(c)  Clearance  patterns.  When  required 
by  the  funding  technique,  clearance 
patterns  wiH  be  used  to  schedule  draw 
downs  and  to  support  the  calculation  of 
interest.  A  State  may: 

(1)  Develop  a  separate  clearance 
pattern  for  an  individual  program;  or 

(2)  Develop  a  composite  clearance 
pattern  for  a  logical  group  of  programs 
which  have  the  same  disbursement 
method  and  which  can  reasonably  be 
expected  to  have  comparable  clearance 
activity.  For  example,  three  programs 
with  payments  delivered  by  check  to 
individual  recipients  could  be  grouped 
and  one  clearance  pattern  developed.  A 
composite  clearance  pattern  for  a  group 
of  programs  will  be  applied  separately 
to  each  program  in  the  group  when 
scheduling  drawdowns  or  calculating 
interest:  or 

(3)  Develop  a  clearance  pattern  on 
another  basis  that  is  approved  and 
agreed  upon  by  the  Secretary. 

(d)  Standards  for  clearance  patterns. 

A  State  shall  ensure  that  clearance 
patterns  are  auditable  and  accurately 
represent  the  flow  of  Federal  funds.  The 
methodology  used  to  develop  clearance 
patterns  must  result  in  a  reliable 
representation  of  a  program’s  clearance 
activity  throughout  the  Fiscal  Year.  An 
Authorized  State  Official  shall  certify 
that  a  clearance  pattern  corresponds  to 
the  program's  clearance  activity.  The 
State/Federal  Agreement  set  forth  in 

§  205.6  must  specify  the  methodology 
and  standards  the  State  will  use  to 
develop  clearance  patterns. 

(e)  Maintaining  clearance  patterns. 
Clearance  patterns  shall  be  re-certified 
by  an  Authorized  State  Official  at  least 
every  5  years.  If  a  State  has  actual  or 
constructive  knowledge,  at  any  time, 
that  a  clearance  pattern  no  longer 
corresponds  to  a  program's  clearance 
activity,  or  if  a  program  undergoes 
operational  changes  that  may  affect 
clearance  activity,  the  State  shall: 

(1)  Immediate^  notify  the  Secretary  in 
writing  of  the  program  or  programs 
requiring  a  new  or  modified  clearance 
pattern,  and 

(2)  Develop  a  new  clearance  pattern 
and  certify  that  it  meets  the 
requirements  of  paragraphs  (c)  and  (d) 
of  this  section. 

(f)  Funding  of  indirect  costs/ 
administrative  expenses.  Unless 
otherwise  specified  in  the  State/Federal 
Agreement,  the  following  applies  for  the 
funding  of  administrative  expenses  and 
indirect  costs: 

(1)  For  programs  with  a  separate  grant 
award  for  administrative  expenses,  a 
State  may  either: 

(i)  Select  and  apply  a  separate  funding 
teclKiique  for  the  administrative 
expenses  of  a  program:  or 


(ii)  Request  a  prorated  auKHuit  the 
quarterly  administrative  allowance  not 
earlier  than  1  business  day  prior  to  the 
disbursement  salary  and  wage 
payments  under  the  payroll  system  of 
the  department  admioisterii^  the 
program.  For  example,  a  State  may 
request: 

(A)  One-third  of  the  quarterly 
administrative  allowance  if  payroll  is 
monthly; 

(B)  One-sixth  of  the  quarterly 
administrative  allowance  if  payroll  is 
semi-monthly: 

(C)  A  prorated  amount  of  the 
quarterly  administrative  allowance  if 
payroll  is  bi-weekly  or  weekly. 

(2)  For  programs  where  an  indirect 
cost  rate  is  applied,  a  State's 
drawdowns  may  include  the 
proportionate  share  of  the  indirect  cost 
allowance  by  applying  the  indirect  cost 
rate  to  the  appropriate  direct  costs 
included  in  the  chawdown. 

(3)  For  programs  where  a  portion  of 
the  program  grant  may  be  used  for 
indirect  costs/admiaistrative  expenses, 
a  State’s  drawdowns  may  include  a 
proportionate  share  of  indirect  costs  or 
administrative  expenses,  up  to  any 
programmatic  limrtaiiong  or  the  amount 
of  the  grant  award. 

(4)  If  a  State  applies  a  separate 
funding  technique  for  administrative 
expenses  as  provided  in  paragraph 
(f)(lMi)  of  fliis  section,  interest  liabihties 
will  accrue  in  accordance  with  the 
interest  provision  of  this  Subpart. 

(5)  No  interest  liabilities  will  be 
incurred  on  the  transfer  of  funds  for 
administrative  expenses  or  indirect 
costs  if  a  State  applies  the  funding 
conventions  in  paragraphs  (f){lKii).  (0(2) 
or  (0(3)  of  this  sectHwi. 

§  20S.5  Requesting  and  Transterring 
Funds. 

(a)  Electronic  funds  tranter.  To 
increase  the  speed  and  e^iciency  of 
funds  translers.  to  eliminate  float,  and  to 
reduce  interest  liabilities,  it  is  the 
Secretary’s  goal  that  beginning  {anaury 
1, 1985,  Fedmral  agencies  will  use  EFT 
for  all  transfers  of  funds  to  States.  Prior 
to  this  date.  Federal  agencies  shall  use 
EFT  to  the  maxinram  extent  practicable. 
States  shall  use  EFT  to  make  payments 
to  Federal  agencies  for  disallowances, 
refunds  and  other  payments  to  the 
maximum  extent  practicable. 

(b)  Minimizing  the  time  between 
transfer  and  payment.  State  and  Federal 
agencies  shall  minimize  the  time 
elapsing  between  the  transfer  of  funds 
from  the  United  States  Treasury  and  the 
settlement  of  EFT  payments  or  the 
presentment  of  checks  at  State  banks. 
For  advance  funchng  programs  Federal 
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agencies  and  States  shall  adhere  to  the 
following  procedures  for  each  funding 
technique: 

(1)  Zero  balance  accounting.  A  State 
shall  request  funds  prior  to  a  cutoff  time 
the  same  day  it  pays  out  funds  for 
program  purposes,  and  a  Federal  agency 
shall  deposit  funds  in  a  State  account 
the  same  day  it  receives  a  request  for 
funds. 

(2)  Estimated  clearance.  A  State  shall 
request  funds  prior  to  a  cutoff  time  1 
business  day  before  it  expects  to  pay 
out  funds,  in  accordance  with  the 
clearance  pattern  developed  by  the 
State,  and  a  Federal  agency  shall 
deposit  funds  in  a  State  account  the  next 
business  day  after  receiving  a  request 
for  funds. 

(3)  Average  clearance.  A  State  request 
funds  prior  to  a  cutoH'  time  1  business 
day  prior  to  the  dollar-weighted  average 
number  of  days  required  for  EFT 
payments  to  be  settled  and  for  checks  to 
be  presented  at  State  banks,  and  a 
Federal  agency  shall  deposit  funds  in  a 
State  account  the  next  business  day 
after  receiving  a  request  for  funds. 

(4)  Pre-issuance  funding.  A  State  shall 
request  funds  not  earlier  than  3  business 
days  before  the  day  on  which  it  issues 
checks  or  initiates  EFT  payments,  unless 
the  State  can  justify,  and  the  Secretary 
agrees  to,  an  interval  longer  than  3 
business  days.  A  Federal  agency  shall 
deposit  funds  in  a  State  account  the  next 
business  day  after  receiving  a  request 
for  funds. 

§  205.6  State/Federal  Agreements. 

Each  State  is  strongly  encouraged  to 
enter  into  a  written  Agreement  with  the 
Secretary  which  sets  forth  the  terms  and 
conditions  for  implementing  the 
requirements  of  this  Subpart.  If  no  such 
Agreement  has  been  signed  by  October 
24, 1992,  the  funds  transfer  procedures 
set  forth  in  paragraph  (i)  of  this  section 
apply  until  an  Agreement  is  executed 
and  effective.  An  authorized 
representative(s)  of  the  Secretary  and 
an  Authorized  State  Official{s)  shall 
approve  and  sign  the  Agreement. 

(a)  Purpose.  The  purpose  of  the 
Agreement  is  to  set  forth  the  terms  and 
conditions  for  using  sound  cash 
management  practices  in  the  transfer  of 
funds  between  the  Federal  Government 
and  the  States. 

(b)  Listing  of  covered  entities.  The 
Agreement  will  include  a  list  identifying 
entities  considered  to  be  agencies, 
instrumentalities,  and  fiscal  agents  of 
the  State  for  purposes  of  this  Subpart. 
The  United  States  Bureau  of  the  Census 
definition  of  a  State  will  be  used  as  the 
initial  basis  for  determining  the  entities 
to  be  included  in  this  list. 


(c)  Listing  of  all  covered  programs. 

The  Agreement  must  include  a  list 
identifying  all  programs  subject  to  this 
Subpart,  and  a  listing  of  all  major 
Federal  assistance  programs.  This  list 
will  be  modified  as  needed  to 
incorporate  new  programs  qualifying  as 
major  Federal  assistance  programs. 

(d)  Selection,  review  and  approval  pf 
funding  techniques.  A  State  shall  select 
funding  techniques  subject  to  the 
approval  and  agreement  of  the 
Secretary.  The  Agreement  will  include  a 
section  that  identifies  the  funding 
technique  for  each  program  subject  to 
this  Subpart.  A  State  shall  not  at  any 
time  unilaterally  change  or  deviate  from 
an  agreed  upon  funding  technqiue. 

(e)  Method  for  calculating  and 
documenting  interest.  The  Agreement 
must  specify  the  method  to  be  used  for 
calculating  and  documenting  interest 
payments  and  clearance  patterns 
pursuant  to  the  provisions  of  §§  205.9 
through  205.11  and  §  205.4. 

(f)  Costs.  The  Agreement  wilt  clearly 
describe,  and  include  a  budget  for, 
project  direct  costs  for  which  the  State 
may  be  reimbursed.  These  costs  are 
subject  to  the  provisions  of  §  205.12. 

(g)  Expiration  of  the  Agreement.  A 
State/Federal  Agreement  executed 
pursuant  to  this  Subpart  shall  not  be 
effective  for  more  than  five  years. 

(h)  Interim  Agreements.  A  State  may 
enter  into  an  Interim  Agreement  with 
the  Secretary  covering  the  period  from 
October  24, 1992,  to  June  30, 1993. 

(1)  An  Interim  Agreement  must 
specify  the  funds  transfer  procedures 
and  the  method  for  determining  interest 
liabilities  for  the  programs  subject  to 
this  Subpart  that  are  set  forth  in 

§  205.3(a). 

(2)  All  Interim  Agreements  executed 
pursuant  to  this  section  shall  expire  on 
June  30, 1993.  Beginning  July  1, 1993,  a 
State  shall  either  comply  with  a  State/ 
Federal  Agreement  or  comply  with  the 
default  provisions  set  forth  in  paragraph 

(i)  of  this  section. 

(i)  Default  procedures  for  States 
without  Agreements.  Any  State  that 
does  not  have,  at  any  time,  an  Interim 
Agreement  or  a  State/Federal 
Agreement  with  the  Secretary  is  subject 
to  the  following  rules: 

(1)  Wherever  practicable,  funds 
transfers  shall  be  made  through  a  Zero 
Balance  Accounting  or  Estimated 
Clearance  funding  technique. 

(2)  If  there  exists  a  Federal 
requirement  or  mandate  that  precludes 
usage  of  the  mechanisms  cited  in 
paragraph  {i)(l)  of  this  section,  then  the 
Federal  agency  and  the  State,  subject  to 
approval  by  the  Secretary,  shall  arrange 
for  the  transfer  of  funds  to  be  made  in 


accordance  with  such  requirements  and 
all  applicable  provisions  of  this  Subpart. 

(3)  If  it  is  not  practicable  for  a  State  to 
use  the  techniques  cited  in  paragraph 
(i)(l)  of  this  section,  the  State  shall 
propose  to  the  Secretary  an  alternative, 
citing  all  relevant  impediments, 
including  but  not  limited  to 
constitutional  or  statutory  proscriptions. 

(4)  The  State  is  encouraged  to  submit 
to  the  Secretary  a  proposal  outlining  a 
plan  for  entering  into  an  Agreement.  The 
proposal  will  identify  the  impediments 
to  signing  an  Agreement,  and  will  serve 
as  a  basis  for  further  discussions  and 
cooperative  efforts  aimed  at  reaching  a 
mutually  acceptable  Agreement. 

§  205.7  Federal  agency  responsibilities. 

The  heads  of  Federal  agencies 
disbursing  funds  to  States  shall  be 
responsible  for  the  following: 

(a)  Designating  an  official 
representative  to  serve  as  a  lead  contact 
for  coordinating  dealings  with  States 
and  the  Treasury  that  are  related  to  this 
Subpart.  The  name  of  such 
representative  shall  be  forwarded  in 
writing  to  the  Secretary  by  [Insert  date 
30  days  after  the  effective  date  of  the 
Final  Rule].  If  a  Federal  agency  fails  to 
notify  the  Secretary  as  indicated,  then 
the  Federal  agency’s  Chief  Financial 
Officer  shall  be  considered  the 
appropriate  contact  until  written 
notification  stating  otherwise  is  received 
by  the  Secretary. 

(b)  Providing  advice  on  the  proposed 
provisions  of  the  State/Federal 
Agreement  if  so  requested  by  the 
Secretary. 

(c)  Ensuring  that  disbursements  are: 

(1)  In  accordance  with  the  methods 
agreed  to  in  the  State/Federal 
Agreements  for  those  States  that  have 
entered  into  such  Agreements,  or 

(2)  In  accordance  with  the  rules  set 
forth  in  this  Subpart  for  States  with 
which  there  is  no  Agreement. 

(d)  Transferring  only  the  immediate 
funds  required  by  a  State  for  carrying 
out  approved  programs  and  projects. 

(e)  Developing  and  maintaining  the 
necessary  systems  and  procedures 
required  for  making  funds  transfer 
through  EFT. 

(f)  Allowing  States  to  submit  requests 
for  funds,  or  bills,  on  a  daily  basis,  for 
both  advance  funding  and  Federally 
mandated  reimbursable  funding 
programs.  This  requirement  shall  not  be 
construed  to  change  Federal  agency 
guidelines  defining  a  properly  completed 
and  submitted  request  for  funds,  or  bill. 
The  Secretary,  in  cases  of  repeated 
noncompliance  with  this  requirement, 
shall  collect  from  a  Federal  agency  all. 
or  a  portion,  of  the  interest  liability 
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incurred  by  the  Federal  Govemraent  due 
to  the  Federal  agency's  noncompliance, 
notwithstanding  §  205.15(b).  A  Federal 
agency  may  request  a  waiver 
payment  of  the  interest  charge, 
contingent  upon  the  agency  providing 
the  Secretary  with  justification.  From 
October  24, 1992,  to  June  3a  1993.  this 
paragraph  applies  only  to  programs 
listed  in  §  205.3(a).  Thereafter,  this 
paragraph  applies  only  to  major  Federal 
assistance  programs. 

(g)  Paying  State  claims  in  accordance 
with  the  procedures  established  for 
funding  techniques,  as  set  forth  in 

§  205.5. 

(h)  Reviewing  the  interest  report 
submitted  by  the  States  for 
reasonableness,  whenever  requested  by 
the  Secretary.  This  may  include 
contparing  the  report  with  agency 
records  and  determining  whether  or  not 
the  State  is  in  compliance  with  this 
Subpart.  The  Annual  Report  will  be 
available  upon  Federal  agency  request. 

(i)  Developing,  maintaining,  updating 
and  certifying  clearance  patterns  for 
programs  where  the  Federal 
Government  makes  payment  on  behalf 
of  States.  The  clearance  pattern  will 
conform  to  the  standards  established  for 
State  clearance  patterns  in  §  205.4. 

(j)  Supplying  each  State  with  interest 
calculations  and  other  data  needed  to 
complete  the  Annual  Report  for 
programs  where  the  Federal  agency 
makes  payment  on  behalf  of  States,  no 
later  than  December  31  for  the  State’s 
most  recently  completed  Fiscal  Year. 

(k)  Making  available  to  a  State,  the 
Secretary,  the  Comptroller  General  and 
the  Federal  agency’s  Inspector  General, 
upon  30  days  written  notice,  all  records 
related  to  both  the  Federal  agency’s 
computation  of  interest  due  under 
paragraphs  (h),  (i),  and  (j)  of  this  section, 
and  the  Federal  agency’s  accounting  for 
State  program  funds  under  this  section. 
The  Federal  agency  shall  allow  the 
above  listed  parties  to  verify  the 
accuracy  and  reasonableness  of  its 
clearance  patterns,  interest  calculations 
and  its  accounting  for  Federal  program 
funds. 

(l)  Executing  grant  awards  to  States 
on  a  timely  basis,  consistent  with 
program  purposes  and  regulations  of  the 
Director,  OMB,  to  assure  the  availability 
of  funds  and  to  preclude  Federal  interest 
liabilities. 

§  205^  State  responslbiUties. 

States  receiving  Federal  funds 
regulated  by  this  subpart  shall  be 
responsible  for  the  following: 

(a)  Designating  an  official 
representative  to  serve  as  a  lead  contact 
person  for  coordinating  dealings  with 
the  Secretary  and  other  Federal 


agencies  regarding  the  requirements  of 
this  Subpmrt.  The  name  of  such 
representative  shall  be  forwarded  in 
writing  to  the  Secretary  no  later  than 
(Insert  date  30  days  after  the  effective 
date  of  the  Final  Rule).  If  a  State  fails  to 
notify  the  Secretary  as  indicated,  then 
the  State’s  Chief  Financial  Officerjs)  (or 
closest  equivalent,  as  determined  by  the 
FMS)  shall  be  the  contact  until  written 
notification  stating  otherwise  is  received 
by  the  Secretary. 

(b)  Entering  into  negotiations  with  the 
Secretary  concerning  the  establishment 
of  a  State/Federal  Agreement  as 
described  in  §  205.6. 

(c)  Ensuring  that  requests  for  Federal 
funds  are: 

(1)  In  accordance  with  the  techniques 
agreed  to  in  the  State/Federal 
Agreements  for  those  States  that  have 
entered  into  such  Agreements;  or 

(2)  In  accordance  with  the  rules  set 
forth  in  this  Subpart  for  States  with 
which  there  is  no  Agreement. 

(d)  Drawing  down  only  funds 
immediately  required  for  carrying  out 
approved  programs  and  projects. 

(e)  Submitting  requests  for  funds 
under  Federally  mandated  reimbursable 
funding  programs  on  a  timely  basis. 

(f)  Developing  and  maintaining 
necessary  procedures  that  enable  the 
State,  its  internal  agencies,  financial 
institution(s)  and  other  fiscal  agents  to 
utilize  EFT  with  respect  to  transfers 
with  the  Federal  Government. 

(g)  Accounting  for  funds  made 
available  to  the  State  as  Federal 
Government  fimds  in  the  accounts  of  the 
State.  Neither  this  requirement,  nor 
anything  else  in  this  subpart,  will  be 
interpreted  so  as  to  require  a  State  to 
deposit  fimds  received  by  it  from  the 
Federal  Government  in  a  separate  bank 
account 

(h)  Coordinating  with  the  appropriate 
Federal  agency  the  repayment  of 
refunds  of  Federal  funds.  In  accordance 
with  Federal  agency  procedures  or 
direction,  the  State  shall: 

(1)  At  the  earliest  practicable  time, 
return  such  refunds  to  the  Federal 
agencies  administering  the  Federal 
program  for  which  the  disbursements 
were  originally  made;  or 

(2)  Deduct  the  amount  of  such  refunds 
from  the  amounts  which  would 
otherwise  be  subsequently  disbursed  to 
the  State  for  such  programs  from  the 
administering  Federal  agencies. 

(i)  Accounting  for  all  interest  that 
accrues  as  a  result  of  disallowances, 
refunds,  and  other  non-routine 
transactions.  The  calculation  and 
reporting  of  such  interest  shall  be 
performed  as  required  under  §§  205.10 
through  205.13. 


(j)  Developing,  maintaining,  updating 
and  certifying  dearance  patterns  for 
Federal  funds  as  described  under 

§  205.4. 

(k)  Calculating  interest  payable  to  and 
due  from  the  Federal  Government,  as 
required  under  S§  205.11  and  205.13. 

(l)  Maintaining  separate,  formal 
accounting  records  for  direct  costs. 

(m)  Ensuring  that  mmiitoring  and 
accounting  procedures  are  sufficient  to 
permit  the  tracking  of  funds  to  the  level 
of  expenditure  sufficient  to  verify 
interest  liabilities  for  each  Federal 
program. 

(n)  Retaining  all  records  supporting 
interest  calculations  and  clearance 
patterns  for  a  period  of  5  years  from  the 
end  of  the  State  Fiscal  Year  for  which 
they  were  calculated,  or  until  any 
applicable  dispute  is  resolved, 
whichever  period  is  longer,  unless 
notified  in  writing  by  the  Secretary  to 
extend  the  retention  period. 

(o)  Submitting  an  Annual  Report  as 
prescribed  in  §  205.13. 

(p)  Exchanging  the  aggregate  net 
interest  payable  to  or  due  (m*  horn  the 
Federal  Government,  on  an  armual  basis 
as  prescribed  under  i  205.14. 

(q)  Making  available  to  the  Secretary, 
the  head  of  a  Federal  agency,  its 
Inspector  General  or  the  Comptroller 
General,  upon  30  days  written  notice,  all 
records  related  to  the  State’s 
computation  of  interest  and  its 
accounting  for  Federal  funds  under  this 
section.  The  State  ^all  allow  the  above 
listed  parties  to  verify  the  accuracy  of 
its  clearance  patterns,  interest 
calculations,  direct  cost  claims  and  its 
accounting  for  Federal  funds. 

(r)  Establishing  procedures  to 
minimize  the  time  dapsing  between  the 
transfer  of  funds  to  a  non-State 
subrecipient  and  the  time  those  funds 
are  paid  out  by  such  subrecipient. 

§  205.9  Federal  interest  liabilities. 

(a)  General.  A  State  shall  be  entitled 
to  interest  from  the  Federal  Government 
if  it  pays  out  its  own  funds  for  jH'ogram 
purposes  with  valid  authorization, 
appropriation,  and  obligational 
authority  under  Federal  law.  Federal 
regulation,  or  Federal-State  agreement. 
The  Federal  Government  shall  incur  an 
interest  liability  from  the  day  a  State 
pays  out  its  own  funds  for  program 
purposes  to  the  day  Federal  funds  are 
credited  to  a  State  account,  subject  to 
the  following  conditions  and  limitations. 

(1)  Failure  to  request  funds.  If  a  State 
fails  to  request  funds  in  accordance  with 
the  procedures  established  for  its 
funding  techniques,  as  set  forth  in 
§  205.5(b)  or  in  a  State/Federal 
Agreement  the  State  shall  not  be 


10112 


Federal  Register  /  Vol.  57,  No.  56  /  Monday,  March  23,  1992  /  Proposed  Rules 


entitled  to  interest  from  the  Federal 
Government  for  any  period  prior  to  the 
day  a  Federal  agency  receives  a  request 
for  funds. 

(2)  Discretionary  grant  programs.  A 
State  shall  not  be  entitled  to  interest  if  it 
pays  out  its  own  funds  prior  to  the  day  a 
Federal  agency  officially  notifies  the 
State  in  writing  that  a  discretionary 
grant  project  has  been  approved, 
notwithstanding  any  other  provision  in 
this  section. 

(3)  Supplemental  grants.  Except  as 
provided  in  paragraph  (c)(2)  of  this 
section,  a  State  shall  not  be  entitled  to 
interest  if  it  pays  out  its  own  funds  prior 
to  the  day  a  Federal  agency  officially 
notifies  the  State  in  writing  of  a 
supplemental  grant  award. 

(4)  Federal-aid  highway  programs.  For 
programs  and  projects  funded  out  of  the 
Federal  Highway  Trust  Fund,  no  Federal 
interest  liability  will  accrue  prior  to  the 
day  the  Federal  Highway 
Administration  receives  a  request  for 
funds. 

(b)  Late  appropriations.  If  a  State 
pays  out  its  own  funds  due  to  delay  in 
passage  of  a  Federal  appropriations  act, 
the  State  will  be  entitled  to  interest  if  an 
appropriations  act,  as  enacted,  covers 
the  time  period  of  the  State’s 
expenditure  and  permits  payment  for 
expenses  already  incurred  by  the  State. 

(c)  Lack  of  obligational  authority.  If  a 
State  pays  out  its  own  funds  for  program 
purposes  without  receiving  obligational 
authority  from  the  grantor  Federal 
agency,  the  State  will  be  entitled  to 
interest  if  obligational  authority  is 
explicitly  given  to  the  State  retroactively 
to  cover  the  day  on  which  the  State 
made  its  expenditure.  This  case 
includes,  but  is  not  limited  to,  the 
following  situations: 

(1)  Delays  in  award  notifications.  If  a 
State  pays  out  its  own  funds  due  to  a 
delay  in  receiving  official  notification  of 
a  quarterly  or  annual  grant  award  from 
a  Federal  agency,  the  State  will  be 
entitled  to  interest  only  if  the  grant 
award  covers  the  time  period  during 
which  the  State  made  its  expenditure. 

(2)  Supplemental  grants  for 
entitlement  programs.  If  a  State  pays  out 
its  own  funds  prior  to  the  day  a  Federal 
agency  officially  notifies  the  State  in 
writing  of  a  supplemental  grant  award 
for  an  open-ended  entitlement  program, 
the  State  will  be  entitled  to  interest  only 
if  the  supplemental  grant  award  covers 
the  time  period  during  which  the  State 
made  its  expenditure. 

(d)  Forward  funding.  A  State  will  not 
be  entitled  to  interest  if  it  pays  out  its 
own  funds  in  anticipation  of  receiving 
funds  that  have  been  authorized  or 
appropriated  for  a  future  Fiscal  Year. 


(e)  Exhausted  appropriations  under 
appropriated  entitlements.  If  a  State 
pays  out  its  own  funds  due  to  exhausted 
appropriations  under  an  appropriated 
entitlement  program,  the  State  will  be 
entitled  to  interest  only  if  appropriation 
and  obligational  authority  are  explicitly 
provided  retroactively  to  cover  the  day 
on  which  the  State  made  its 
expenditure. 

(f)  Disbursements  on  behalf  of  a  State. 
For  programs  in  which  the  Federal 
Government  makes  payments  on  behalf 
of  a  State,  such  as  Supplemental 
Security  Income,  a  State  will  be  entitled 
to  interest  from  the  Federal  Government 
if  State  funds  are  in  a  Federal  agency’s 
account  prior  to  the  day  the  Federal 
agency  pays  out  the  funds  for  program 
purposes.  The  Federal  Government  will 
incur  an  interest  liability  from  the  day 
State  funds  are  credited  to  the  Federal 
agency’s  account  to  the  day  the  Federal 
agency  pays  out  the  State  funds  for 
program  purposes. 

§  205.10  State  interest  liabilities. 

(a)  General.  The  Federal  Government 
will  be  entitled  to  interest  from  a  State  if 
Federal  funds  are  in  State  accounts  prior 
to  the  day  the  State  pays  out  the  funds 
for  program  purposes,  except  as 
provided  in  §  205.4(f).  The  State  will 
incur  an  interest  liability  from  the  day 
Federal  funds  are  credited  to  a  State 
account  to  the  day  the  State  pays  out  the 
Federal  funds  for  program  purposes. 

(b)  Refunds.  For  each  refund 
transaction  of  Federal  program  funds,  a 
State  will  incur  an  interest  liability  from 
the  day  the  refund  is  credited  to  a  State 
account  to  the  day  the  refunds  are  either 
paid  out  for  program  purposes  or 
credited  to  a  Federal  agency’s  account. 

(c)  Disallowances.  If  a  Federal  agency 
disallows  a  State  expenditure  of  Federal 
funds,  the  State  will  incur  an  interest 
liability  from  either  the  day  the  State 
paid  out  funds  in  connection  with  the 
disallowance  or  the  day  the  State  drew 
down  funds  in  connection  with  the 
disallowance,  whichever  is  later,  to  the 
day  funds  are  credited  to  the  Federal 
agency’s  account.  If  the  date  of 
drawdown  or  expenditure  cannot  be 
determined,  the  State  will  incur  an 
interest  liability  from  the  median  day  of 
the  quarter  during  which  the  State  drew 
down  funds  in  connection  with  the 
disallowance. 

(d)  Payments  on  behalf  of  a  State.  For 
programs  in  which  the  Federal 
Government  makes  payments  on  behalf 
of  a  State,  the  Federal  Government  will 
be  entitiled  to  interest  from  a  State  if  it 
pays  out  Federal  funds  for  program 
purposes  on  behalf  of  the  State.  The 
State  will  incur  an  interest  liability  from 
the  day  the  Federal  Government  pays 


out  the  Federal  funds  for  program 
purposes  to  the  day  State  funds  are 
credited  to  the  Federal  Government’s 
account.  However,  no  State  interest 
liability  will  accrue  prior  to  the  day  the 
State  receives  a  request  for  funds. 

(e)  Exception.  A  State  will  not  owe 
the  Federal  Government  interest  as  set 
forth  in  this  section  if  Federal  law 
prescribes  that  interest  earned  on 
Federal  funds  must  be  used  for  program 
purposes. 

§  205. 1 1  Interest  calculation. 

(a)  State.  States  shall  track  and 
calculate  interest  liabilities  owed  to  and 
due  from  the  Federal  Government  in 
accordance  with  this  section.  States 
shall  calculate  interest  liabilities  for 
each  program  subject  to  this  Subpart. 

(b)  Federal.  A  Federal  agency  shall 
track  and  calculate  interest  liabilities  for 
all  programs  subject  to  this  Subpart  for 
which  the  Federal  agency  makes 
payments  on  behalf  of  States. 

(c)  Trust  funds.  States  shall  separately 
track  and  calculate  interest  owed  to  or 
due  from  each  trust  fund  for  which  the 
Secretary  is  trustee,  and  where 
appropriate,  each  trust  fund  account. 

(d)  Onset.  Interest  will  begin  accruing 
October  24, 1992.  The  first  computation 
period  will  be  from  October  24, 1992  to 
the  end  of  each  State’s  Fiscal  Year. 
Thereafter,  a  State  shall  track  and 
calculate  interest  for  its  Fiscal  Year. 

(e)  Interest  rate.  The  interest  rate  will 
be  the  annualized  rate  equal  to  the 
average  equivalent  yields  of  13-week 
Treasury  Bill  auctioned  during  the 
period  of  the  State’s  Fiscal  Year.  The 
Secretary  will  provide  the  rate  to  each 
State. 

(f)  Interest  calculation  methodolgy. 

The  State/Federal  Agreement  set  forth 
in  §  205.6  will  specify  a  State’s  interest 
calculation  methodology.  The 
methodology  must  be  auditable  and 
result  in  an  interest  calculation  which 
accurately  reflects  the  period  of  time 
Federal  funds  are  subject  to  the 
provisions  of  this  Subpart. 

(g)  Sampling  drawdowns  for  interest 
calculations.  If  a  State  samples 
drawdowns  when  calculating  interest,  it 
must  do  so  separately  for  each  program 
subject  to  this  Subpart.  States  may 
either  include  every  drawdown  or 
randomly  sample  drawdowns  to  ensure, 
at  minimum,  a  95  percent  confidence 
interval  subject  to  a  .3  “weighted  day’’ 
bound  of  error  estimate.  See  appendix  B 
to  subpart  A  of  this  part  for  further 
explanation. 

(h)  Unemployment  trust  funds.  A  State 
shall  account  for  the  actual  interest 
earned  less  related  banking  costs  on 
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funds  drawn  from  its  account  in  the 
UTF. 

(i)  Alternate  interest  calculation 
methodology.  A  State  that  does  not  have 
an  Agreement  with  the  Secretary,  as  set 
forth  in  §  205.6,  shall  calculate  interest 
in  accordance  with  appendix  B  to 
subpart  A  of  this  pact. 

§  205.12  Direct  costs  of  implementation. 

(a)  Definition.  Direct  costs  of 
implementing  this  Subpart  are  those 
costs  necessary  for  the  development  and 
maintenance  of  clearance  patterns  and 
those  costs  necessary  for  the  actual 
calculation  of  interest  payments. 

(1)  The  State/Federal  Agreement  set 
forth  in  §  205.6  will  clearly  describe,  and 
include  a  projected  budget  of,  the  direct 
costs  a  State  expects  to  incur. 

(2)  Direct  costs  do  not  include 
expenses  incurred  for  upgrading  or 
modernizing  of  account  systems. 

(b)  Reimbursement  of  direct  costs.  A 
State  will  be  compensated  annually  for 
the  direct  costs  of  implementation, 
subject  to  the  following  rules  and 
conditions: 

(1)  Only  States  that  have  entered  into 
an  Agreement  with  the  Secretary  as  set 
forth  in  §  205.6  may  receive  any  credit 
for  direct  costs. 

(2)  The  Secretary  will  not  consider 
direct  costs  incurred  prior  to  July  22, 

1991,  unless  a  State  makes  separate 
application  to  the  Secretary,  with 
justification  and  documentation,  for  any 
such  costs. 

(3)  Direct  costs  in  excess  of  $30,000  in 
any  year  will  not  be  eligible  for 
reimbursement,  unless  a  State  can 
justify  to  the  Secretary  that  without  such 
costs  the  State  would  be  unable  to 
develop  clearance  patterns  or  perform 
the  actual  calculation  of  interest. 

(4)  The  State  must  maintain  separate, 
formal  accounting  records  that  support 
its  claim  for  direct  costs. 

(5)  The  State  must  submit  a  claim  for 
direct  costs,  certified  for  accuracy  by  an 
Authorized  State  Official,  as  part  of  its 
Annual  Report.  No  direct  costs  for  prior 
years  will  be  considered. 

(6)  The  Secretary  shall  review  all 
direct  cost  claims  for  reasonableness. 
Unreasonable  cost  claims,  as 
determined  by  the  Secretary,  shall  not 
be  reimbursed.  The  Secretary  will  notify 
a  State  of  the  amount  of  reasonable 
direct  costs  to  be  reimbursed. 

(7)  The  Secretary' will  score  each 
State's  direct  costs  against  the  total 
interest  owed  by  all  States  for  the 
combined  non-trust  fund  programs,  to 
the  extent  possible.  The  Secretary  will 
subsequently  reduce  State  interest 
liabilities  and,  to  the  extent  possible, 
adjust  Federal  interest  liabilities,  prior 


to  offsetting  the  two,  to  effect  direct  cost 
reimbursement  for  each  State. 

(c)  Direct  costs  of  implementation,  as 
defined  in  paragraph  (a)  of  this  section, 
will  not  be  included  for  consideration  by 
the  State  in  the  development  of  its  State¬ 
wide  cost  allocation  plan  as  provided 
for  in  OMB  Circular  A-87  "Cost 
Principles  for  State  and  Local 
Governments.”  Any  other  costs  incurred 
by  a  State  to  implement  this  Subpart 
will  be  subject  to  the  procedures 
provided  in  OMB  Circular  A-87. 

(d)  Sunset  review.  By  July  1, 1996,  the 
Secretary  will  review  the  policies  in  this 
section  to  determine  their  effectiveness. 

§  205.13  Annual  reports. 

(а)  A  State  shall  submit  by  December 
31  an  Annual  Report  for  its  most 
recently  completed  Fiscal  Year.  The 
Annual  Report  will  be  submitted  to  the 
FMS  both  in  hard  copy  and  on  computer 
diskette,  or  by  other  electronic  means  as 
prescribed  by  the  FMS,  and  will,  at  a 
minimum,  contain  the  following: 

(1)  Gross  interest  owed  by  the  Federal 
Government  to  the  State  for  each 
program,  excluding  interest  on 
overturned  disallowances,  refunds  and 
other  non-routine  transactions. 

(2)  Gross  interest  owed  by  the  State  to 
the  Federal  Government  for  each 
program,  excluding  interest  owed  on 
disallowances,  refunds,  and  non-routine 
transactions. 

(3)  Gross  interest  owed  by  the  State  to 
the  Federal  Government  on 
disallowances,  refunds,  and  other  non¬ 
routine  transactions. 

(4)  Gross  interest  owed  by  the  Federal 
Government  to  the  State  on  overturned 
disallowances,  refunds  and  other  non¬ 
routine  transactions. 

(5)  Net  interest  owed  by  the  State  or 
Federal  Government  for  each  program. 

(б)  Gross  interest  owed  by  the  Federal 
Government  to  the  State  for  each  trust 
fund. 

(7)  Gross  interest  owed  by  the  State  to 
the  Federal  Government  for  each  trust 
fund. 

(8)  Net  interest  owed  by  the  State  or 
Federal  Government  for  each  trust  fund. 

(9)  Gross  interest  owed  by  the  Federal 
Government  to  the  State  for  the 
combined  non-trust  fund  programs. 

(10)  Gross  interest  owed  by  the  State 
to  the  Federal  Government  for  the 
combined  non-trust  fund  programs. 

(11)  Net  total  interest  owed  by  the 
State  or  Federal  Government  for  the 
combined  non-trust  fund  programs. 

(12)  Actual  interest  earnings  on  funds 
drawn  from  the  State's  account  in  the 
UTF. 

(13)  Related  banking  costs  on  funds 
drawn  from  the  State's  account  in  the 
UTF. 


(14)  Actual  interest  earnings  less 
related  banking  costs  on  fund  drawn 
from  the  State's  account  in  the  UTF. 

(15)  Gross  interest  owed  by  the 
Federal  Government  to  the  State  for  the 
combined  programs  for  each  Federal 
agency. 

(16)  Gross  interest  owed  by  the  State 
to  the  Federal  Government  for  the 
combined  programs  for  each  Federal 
agency. 

(17)  Net  interest  owed  by  the  State  or 
Federal  Government  for  the  combined 
programs  for  each  Federal  agency. 

(18)  Gross  interest  owed  by  the 
Federal  Government  to  the  State. 

(19)  Gross  interest  owed  by  the  State 
to  the  Federal  Government. 

(20)  Total  net  interest  owed  by  the 
State  or  Federal  Government. 

(b)  A  State  with  a  State/Federal 
Agreement  shall  submit  as  part  of  the 
Annual  Report  its  claim  for  the 
reimbursement  of  direct  costs,  in 
accordance  with  §  205.12.  An 
Authorized  State  OfHcial  shall  certify 
the  claim  for  accuracy. 

(c)  An  Authorized  State  Official  shall 
certify  the  hard  copy  of  the  Annual 
Report  for  accuracy. 

(d)  Upon  request  from  a  Federal 
agency,  the  FMS  shall  make  available 
for  review  a  State's  Aimual  Report. 

§  205.14  Interest  payment 

(a)  Adjusted  interest.  Interest  owed  by 
a  State  to  the  Federal  Government  and 
interest  owed  by  the  Federal 
Government  to  a  State  for  the  combined 
non-trust  fund  programs  will  be  adjusted 
by  the  Secretary,  to  the  extent  possible, 
to  effect  direct  cost  reimbursement. 

(b)  Net  interest  payment.  Total 
interest  owed  by  a  State  to  the  Federal 
Government  and  total  interest  owed  by 
the  Federal  Government  to  a  State  for 
all  programs,  adjusted  for  cost 
reimbursement,  wilt  be  offset.  The 
payment  of  net  total  interest  to  or  from  a 
State  for  its  most  recently  completed 
Fiscal  Year  will  occur  no  later  than 
March  1. 

(c)  Disputed  amounts.  If  the  amount  of 
interest  payable  is  disputed  pursuant  to 
§  205.16,  payment  shall  be  of  any 
undisputed  portions.  The  interest  in 
dispute  shall  be  paid  within  14  days  of 
receipt  of  the  decision  by  an  FMS 
official,  as  set  forth  in  §  205.16. 

(d)  Electronic  funds  transfer.  Interest 
payments  must  be  made  by  EFT. 

§  205.15  Compliance. 

(a)  Audits.  All  records  and  documents 
relating  to  the  transfer  of  funds,  interest 
calculations,  clearance  patterns,  and 
direct  costs  are  subject  to  audit  pursuant 
to  the  Single  Audit  Act  of  1984,  31  U,S.C. 
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7501-7507,  OMB  Circular  A-128.  "Audits 
of  State  and  Local  Governments,"  OMB 
Circular  A-133,  "Audits  of  Institutions  of 
Higher  Education  and  other  Non-Profit 
Institutions,"  the  Comptroller  General’s 
“Standards  for  Audit  of  Governmental 
Organizations,  Programs.  Activities  and 
Functions"  and  the  American  Institute 
of  Certified  Public  Accountants  audit 
and  accounting  ^ide,  "Audits  of  State 
and  Local  Government  Units.” 

(b)  Remedies  for  federal  agency 
noncompliance.  If  a  Federal  agency 
materially  fails  to  comply  with  any  of 
the  requirements  of  this  Subparl,  the 
Secretary  may  charge  the  agency  an 
anwunt  equal  to  the  cost  to  the  General 
Fund  of  the  Treasury  caused  by  such 
noncompliance.  In  such  cases,  the 
Secretary  will  send  a  formal  Notice  of 
Assessment  to  an  agency’s  designated 
cash  management  official.  A  separate 
notice  will  be  sent  for  each  charge.  The 
Notice  of  Assessment  will  include,  at  a 
minimum,  the  nature  of  the  deficiency, 
the  amount  of  the  charge,  the  method  of 
calculation,  the  date  the  charge  will  be 
imposed  and  notice  of  the  right  to  file  an 
appeal  Any  charges  assessed  by  the 
Secretary  shall  be  paid  to  the  maximum 
extent  practicable  out  of  appropriations 
available  for  executive  agency 
operations,  and  shall  not  be  paid  from 
amounts  available  for  funding  programs 
of  an  executive  agency.  Charges 
assessed  on  an  agency  that  would 
otherwise  cause  the  agency  to  be  in 
violation  of  the  Anti-Deficiency  Act.  31 
U.S.C.  1341,  win  be  deferred  to  the 
following  Fiscal  Year.  If  no  payment  has 
been  transferred  to  the  Treasury  after  45 
calendar  days  of  the  date  of  the  Notice 
of  Assessment,  the  FMS  wilt  debit  the 
approiuiate  account  automatically. 
Nothing  under  this  regulation  eliminates 
or  reduces  an  agency’s  existing 
responsibility  to  minimize  cash  held  by 
grantees. 

(1)  Assessment  of  a  charge  for 
noncompliance,  h  is  the  intent  of  the 
Secretary  to  assess  a  charge  on  an 
agency  only  in  cases  of  egregious  or 
repeated  noncompliance  where  such 
noncompliance  results  in  the  payment  of 
interest  fiom  the  General  Fund  of  the 
Treasury,  Such  a  situation  exists  where 
a  Federal  agency  demonstrates  a  pattern 
of  paying  a  State  or  States  late. 

(2)  Interest  from  other  than  federal 
agency  noncompliance.  The  accrual  of  a 
Federal  interest  liability  will  not 
constitute  Fed^I  agency 
noncompliance  if  such  interest  results 
from  circumstances  beyond  the  control 
of  the  Federal  agency,  such  as  a  delay  in 
passage  of  a  Federal  appropriations  act. 

(c)  Remedies  for  state  noncompliance. 
If  a  State  egregiously  or  repeatedly  fails 
to  comply  with  any  of  the  requirements 


of  this  Subpart,  the  Secretary  may  take 
one  or  more  of  the  following  actions,  as 
appropriate  in  the  circumstances: 

(1)  Request  a  Federal  agency  or  the 
General  Accounting  Office  to  conduct 
an  audit,  to  determine  interest  owed  to 
the  Federal  Government,  and  implement 
procedures  to  recover  such  interest:  or 

(2)  Disallow  all  or  part  of  the  direct 
costs  the  State  claims  for 
reimbursement;  or 

(3)  Take  other  remedies  legally 
available. 

§  205.  t6  Appeals  and  dispute  resolution. 

(a)  Appeal  by  a  Federal  agency.  A 
Federal  agency  may  appeal  any  charge 
assessed  by  the  Secretary  for 
noncompliance  by  submitting  an  appeal 
in  writing  to  the  Assistant 
Commissioner,  Federal  Finance 
(hereinafter  Assistant  Commissioner),  of 
the  FMS,  within  45  calendar  days  of  the 
date  of  the  Notice  of  Assessment.  The 
appeal  shall  include  a  concise  factual 
statement  of  the  conditions  leading  to 
the  Notice  of  Assessment,  the  basis  of 
the  appeal,  and  the  action  requested  by 
the  agency.  In  the  event  of  an  appeal, 
the  charge  imposed  under  the  Notice  of 
Assessment  will  be  deferred  pending  the 
results  of  the  appeal. 

(1)  Appeal  review  process.  The 
Assistant  Commissioner  shall  review 
the  Notice  of  Assessment,  any 
documentation  supporting  the  Notice, 
and  the  written  appeal  from  the  agency. 
If  based  on  this  review,  the  Assistant 
Commissioner  finds  that  additional 
information  is  required,  the  Assistant 
Commissioner  may  request  the  agency 
and  the  FMS  to  meet  with  the  Assistant 
Commissioner  and  others  selected  by 
the  Assistant  Commissioner,  as  part  of 
the  review  process. 

(2)  Decision.  A  written  decision  will 
be  rendered  by  the  Assistant 
Commissioner  within  30  calendar  days 
of  receipt  of  the  appeal,  the  Assistant 
Commissioner  may  unilaterally  extend 
this  period  for  an  additional  30  calendar 
days  if  required.  The  decision  of  the 
Assistant  Commissioner  whether  to 
uphold  the  Notice  of  Assessment,  to 
overturn  the  Notice,  or  to  mandate  some 
other  action  will  be  stated  in  the  written 
decisicH).  Other  actions  mandated  may 
include  a  reduced  charge,  a  deferral  of 
the  charge,  an  alternate  solution  to  cash 
management  improvement,  or  any 
combination  thereof.  The  basis  of  the 
decision,  the  amount  of  the  charge  and 
the  effective  date  of  the  charge  will  be 
stated  in  the  written  decision.  The 
effective  date  of  the  charge  may  be 
retroactive  to  the  date  indicated  in  the 
Notice  of  Assessment. 

(b)  Resolution  of  disputes  between  a 
federal  agency  and  a  State.  In  the  event 


of  a  dispute  between  a  Federal  agency 
and  a  State  concerning  matters  covered 
under  CMIA  or  this  Subpart,  including  a 
dispute  between  the  Treasury  and  a 
State  concerning  the  reimbursement  of 
direct  costs  authorized  in  the  State/ 
Federal  Agreement,  the  following 
dispute  resolution  mechanism  will  be 
available: 

(1)  The  aggrieved  party  may  submit  a 
written  appeal  to  the  Assistant 
Commissioner  within  60  calendar  days 
from  the  date  the  State  submits  its 
Annual  Report.  The  aggrieved  party 
shall  concurrently  serve  a  copy  of  the 
written  appeal  to  the  other  concerned 
parties. 

(2)  Within  30  days  of  the  submission 
of  the  written  appeal,  the  aggreived 
party  shall  submit  to  the  FMS  a  written 
statenoent  not  exceeding  15  pages,  with 
supporting  documentation  in 
appendices,  which  will  articulate  the 
dispute,  the  aggrieved  party's  position, 
and  the  relief  sought.  The  aggrieved 
party  shall  concurrently  serve  its 
statement  upon  the  other  concerned 
parties. 

(3)  Within  30  days  of  receipt  of  the 
aggrieved  party’s  statement,  the 
responding  party  may  submit  a  response 
statement  not  exceeding  15  pages,  with 
supporting  documentation  in 
appendices,  to  the  Assistant 
Commissioner.  The  responding  party 
shall  concurrently  serve  its  response 
statement  to  the  other  concerned 
parties. 

(4)  The  Assistant  Commissioner  shall 
issue  a  written  decision  no  later  than  14 
days  after  the  period  for  the  submission 
of  the  response  statement.  The  Assistant 
Commissiwier’s  decision  shall  be  the 
final  agency  action  on  the  part  of  the 
Secretary  for  the  purposes  of  judicial 
review  procedures  under  the 
Administrative  Procedures  Act,  5  U.S.C. 
701-706,  unless  either  party  invokes  the 
provisions  of  the  Administrative  Dispute 
Resolution  Act  of  1990,  5  U.S.C.  581-593 
(hereinafter  the  ADRA),  pursuant  to 
paragraphs  {b)(5),  (b)(6)  and  (b)(7)  of 
this  section. 

(5)  If  either  party  does  not  agree  with 
the  decision  of  the  Assistant 
Commissioner,  either  party  may  seek  to 
invoke  the  assistance  of  a  neutral  party 
appointed  under  the  provisions  of  the 
ADRA  within  30  days  of  receipt  of  the 
appeal  official’s  written  decision.  The 
party  invoking  the  ADRA  shall  notify 
both  the  FMS  official  and  the  responding 
party  in  writing.  With  the  written  mutual 
consent  of  the  parties,  a  neutral  party 
appointed  under  the  provisions  of  the 
ADRA  may  assist  in  resolving  the 
dispute  through  the  use  of  alternate 
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means  of  dispute  resolution  as  dehned 
in  the  ADRA. 

(6)  If  the  party  invoking  the  ADRA  is 
unable  to  reach  a  satisfactory  resolution 
of  the  problem  using  the  ADRA,  the 
Assistant  Commissioner’s  decision  shall 
be  the  final  agency  action  on  the  part  of 
the  Secretary  for  purposes  of  the  judicial 
review  procedures  under  the 
Administrative  Procedure  Act.  5  U.S.C. 
701-706. 

Appendix  A  to  Subpart  A  or  Part  205 — 
Definition  of  Major  Federal  Assistance 
Program 

Major  Federal  Assistance  Program,  for 
State  governments  having  Federal  assistance 
expenditures  between  $100,000  and 
$100,000,000  means  any  program  for  which 
Federal  expenditures  during  the  applicable 
year  exceed  the  larger  of  $300,000  or  3 
percent  of  such  total  expenditures.  Where 


total  expenditures  during  the  applicable  year 
exceed  $100,000,000,  the  following  criteria 
apply; 


Total  expenditure  of  federal 
financial  assistance  for  all 
programs 

Major  federal 
assistance 
program  means 

More  than 

But  less  than 

arry  program  that 
exceeds 

$100  million . 

$1  billion . 

$3  million 

2  billion . 

3  billion . 

7  million 

3  billion . 

4  billion . 

10  million 

5  billion . 

13  million 

6  billion . 

6  billion . . 

7  billion . 

19  million 

over  7  billion . 

20  million 

Appendix  B  to  Subpart  A  of  Part  205 — 
Alternate  Interest  Calculation  Methodology 
(a)  A  State  not  entering  into  a  State/ 


Federal  Agreement  shall  apply  this  section's 
interest  calculation  methodology  to  all  major 
Federal  Assistance  Programs  as  specified  in 
§  205.3. 

(b)  States  shall  refer  to  Table  A:  Weighted 
Program  Interest  Days,  and  Table  B:  Program 
Interest  Calculation  and  apply  the  following 
methodology: 

1.  Sampling  drawdowns  and  sample 
population.  For  each  program  subject  to  this 
Subpart,  States  may  either  include  every 
drawdown  or  randomly  sample  drawdowns 
to  ensure,  at  minimum,  a  95  percent 
confidence  interval  no  wider  than  plus-or- 
minus  .3  “weighted  day”  about  the  estimated 
mean, 

2.  Calculating  weighted  program  interest 
days.  "Weighted  Program  Interest  Days”  is 
calculated  according  to  the  format 
established  in  Table  A:  Weighted  Program 
Interest  Days. 


Table  A.— Weighted  Program  Interest  Days 


Weighted  days 


Fed  (+)  State  (-) 


where: 

Program =Those  programs  subject  to  the 
provisions  of  this  Subpart. 

Drawdown  Amount = Amount  of  Federal 
funds  provided  for  a  single  drawdown 
request. 

Percent  of  Total  Drawdowns =The  ratio  of 
each  “Drawdown  Amount”  to  the  total  of 
all  drawdown  amounts  expressed  as  a 
percentage.  This  is  calculated  by  dividing 
each  “Drawdown  Amount"  by  the  total 
of  all  sampled  drawdowns. 

Interest  Days = The  period  of  time  during 
which  an  interest  liability  accrues  under 
this  regulation,  expressed  as  days  and 
fractions  of  days. 


Fed  (+]=Those  interest  days  during  which  a 
State  incurs  an  interest  liability  to  the 
Federal  Government.  The  positive  (+) 
sign  denotes  that  Federal  funds  were 
transferred  prior  to  the  day  the  State 
paid  out  funds  for  progrm  purposes. 

State  (— )=Those  interest  days  during  which 
the  Federal  Government  incurs  an 
interest  liability  to  a  State.  The  negative 
(—)  sign  indicates  that  the  Federal 
Government  transferred  funds  after  the 
State  paid  out  its  own  funds. 


Weighted  Days = Dollar  weighted  number  of 
days  during  which  Federal  and  State 
interest  liabilities  accrue.  “Weighted 
Days"  is  calculated  by  multiplying 
“Percent  of  Total  Drawdowns"  by  either 
Federal  or  State  “Interest  Days".  The 
result  is  recorded  in  the  corresponding 
“Weighted  Days”  column. 

Weighted  Program  Interest  Days = Dollar 
weighted  number  of  days  (WPID)  during 
which  Federal  and  State  interest 
liabilities  accrue.  “WPID"  is  determined 
by  summing  each  “Weighted  Days" 
column. 

3.  Calculating  program  interest.  Program 
Interest  is  determined  according  to  the 
methodology  established  in  Table  B:  Program 
Interest  Calculation. 


Table  B.— Program  Interest  Calculation 


Program  1 . . .  $ 

Program  2 . 

Program  3 . 

Program  2 . 


X  i/365  X 

X  i/365  X 

X  i/365  X 

X  i/365  X 


WPID 

Fed(+) 

State  (-) 

H 


Program  interest 

Fed{+) 

State  (-) 

where: 

I*rogram= Those  programs  subject  to  the 
provisions  of  this  Act. 


Amount = Total  amount  of  Federal  funds 
provided  for  a  speciHc  program. 


i= Average  annualized  interest  rate  for  the  13 
week  Treasury  Bills  auctions  during  a 
State's  Fiscal  Year. 
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Program  lnterest=tntemt  payable  to  or  due 
from  the  Fefieral  GovemnieBt.  A  negative 
valoe  denotes  a  Federal  interest  liability 
to  a  State.  A  positive  value  indicates  a 
State  interest  liability  to  the  Federal 
Government. 

"Program  Interest”  is  calculated  by 
multiplying  the  program  "Amount”  by 
the  interest  rate  "i”  and  dividing  by  365 
days.  This  product  is  next  multiplied  by 
both  "Fed  {+)  WPID"  and  logged  in  the 
"Fed  (  +  )  Program  Interest”  column,  and 
'•State  (— )  WPID”  and  recorded  in  the 
"State  (— )  Program  Interest”  column. 


Net=:The  interest  liability  due  to  or  from  the 
Federal  Government.  "Net”  is  calculated 
by  subtracting  “State  Program  Interest” 
from  "Federal  Program  Interest” 

•  amounts.  Positive  values  indicate  an 
interest  liability  owed  to  the  Federal 
Government,  negative  values  represent  a 
Federal  Government  interest  liability  due 
to  a  State. 

(c)  Program  interest  calculation  example. 
For  example,  assume  a  State  has  only  five 
programs  (Medicaid,  Aid  for  Families  with 
Dependent  Children,  Highway  Construction, 
]ob  Training  Partnership  Act,  and  Alcohol 
Abuse)  that  are  subject  to  the  reporting 
requirements  of  this  Act.  The  State  uses  the 


Estimated  Clearance  method  when  drawing 
down  Federal  funds. 

Interest  calculation  is  a  two  step  process. 
The  State  must  first  determine  the  number  of 
Federal  and  State  Interest  Days  each  program 
has  incurred.  From  (his,  each  program's 
interest  liability  is  calculated. 

1.  Calculation  of  Weighted  Program  Interest 
Days 

Sample  size.  Rather  than  determine 
"Interest  Days”  for  every  drawdown  made  in 
a  program,  a  State  may  randomly  sample 
sufFicient  drawdowns  to  meet  or  exceed  a  95 
percent  confidence  interval  plus-or-minus  .3 
“weighted  days.” 


Table  C.— Weighted  Program  Interest  Days  Example 


Drawdown 

Percent  of  total 

amount 

drawdowns 

Medicare 


$3,000,000 

1.0 

4,500^006 

1.5 

4,800,000 

1.6 

3,700,000 

1.2 

6,000.000 

2.0 

300,000.000 

100.00 

Percentage  of  totai  drawdowns.  Each 
sampled  drawdown  is  divided  by  the  total 
amount  of  all  sampled  drawdowns.  Thus, 
Drawdown  1  equals  $3,000,000  or  1  percent  of 
all  sampled  drawdowns. 

Interest  days.  Rather  than  detail  each 
sampled  drawdown  in  Table  C:  Weighted 
Program  Interest  Days  Example,  only  five  are 
shown  for  illustrative  purposes.  "Interest 
Days”  for  each  drawdown  not  shown  is  0. 
Sampled  drawdown  amounts  total 
$300,000,000.  Federal  and  State  interest  days 
are  calculated  separately. 

For  Drawdown  1,  zero  "Interest  Days” 
accrued — ^the  Federal  Government's  transfer 
of  $3,000,000  coincided  with  the  settlement  of 


those  funds.  A 1  Day  Federal  interest  charge 
indicates  that  Federal  funds  where  requested 
1  day  to  soon,  while  a  1  Day  State  interest 
liability  identihes  a  Federal  transfer  made 
one  day  late. 

Weighted  days.  "Weighted  Days”  is 
derived  by  multiplying  the  “Percentage  of 
Total  Drawdowns”  by  either  Federal  or  State 
“Interest  Days”.  For  Drawdown  5,  2.0  percent 
is  multiplied  by  3  “Federal  Interest  Days”. 
The  product.  .06,  is  entered  into  the  Federal 
"Weighted  Days”  column.  The  same  is  done 
for  each  sampled  drawdown. 

WPID.  Federal  and  State  WPID’s  are  the 
sum  of  each  "Weighted  Days”  column. 


Therefore,  Federal  WPID's  equal  .08  days 
while  State  WPID's  equal  .04  days. 

The  above  is  repeated  separately  for  each 
program. 

2.  Program  Interest  Calculation 

Refer  to  Table  D:  Program  Interest 
Calculation  Example.  For  each  program,  the 
total  amount  of  program  funds  drawn  down 
during  the  year  (not  the  total  sampled 
amount),  is  multiplied  by  the  yearly  interest 
rate  and  divided  by  365.  The  result  is  then 
multiplied  by  both  the  Federal  and  State 
“WPID's"  and  recorded  in  the  correspondiftg 
“Program  Interest”  columns. 


Table  D.— Program  Interest  Calculation  Example 


Pro^am  Interest 

Fed(+) 

State  (-) 

39,452 

19,726 

410,959 

780,822 

263,014 

65,753 

65,096 

9,616 

5,918 

6,904 

784,439 

882,821 

19,726 

(369,863) 

197,261 

55,480 

(986) 


(98,382) 


For  Medicaid,  $300,000,000  is  multiplied  by 
.06,  divided  by  385,  then  multiplied  by  .08 
WPID  to  equal  $39,452.  This  amount  is 
recorded  in  the  “Federal  Program  Interest” 
column.  Likewise,  the  “State  Program  Interest 
liability”  is  calculated  resulting  in  a  $19,726 
charge.  The  net  amount,  $39,452  minus 
$i9,726,  or  $19,726  is  the  States'  Medicare 
interest  hability  to  the  Federal  Government. 
The  same  steps  are  repeated  for  each 
remaining  program.  The  total  net  amount  in 


this  example  is  $98,382  owed  to  the  State  by 
the  Federal  Government. 

Subpart  B — ^Tha  Unemployment  Trust 
Fund  (UTF) 

§  205.21  Purpose  and  scope. 

This  subpart  implements  section  5(b) 
of  CMIA  relating  to  the  Unemployment 
Trust  Fund  (UTF).  The  definitions  and 


rules  in  subpart  A  of  this  part  apply  to 
the  UTF  unless  they  are  inconsistent 
with  the  rules  set  forth  in  this  subpart. 

§205.22  Definitions. 

The  following  definitions  apply  only 
to  this  subpart: 

Benefit  payment  account  means  the 
account  which  will  consist  of  all  moneys 
requisitioned  from  the  State’s  account  in 
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the  UTF  in  the  Treasury  of  the  United 
States  for  the  payment  of  uriemployment 
benefits.  Funds  withdrawn  from  the  UTF 
are  considered  part  of  the  benefit 
payment  account  until  actually  paid  out. 
i.e.,  to  settle  EFT  payments  or  to  redeem 
benefit  checks. 

Clearing  account  means  a  State 
depository  account  into  which  employer 
contributions  and  other  moneys  for  the 
UTF  are  deposited  before  transfer  to  the 
UTF. 

Collateralization  means  the  pledging 
of  a  security  intended  to  guarantee  the 
safety  of  unemployment  funds  outside 
the  UTF  (e.g.,  the  benefit  payment 
account). 

Earnings  means  the  income  or  profit 
secured  from  investment. 

Insurance  means  protection  provided 
by  the  Federal  Deposit  Insurance 
Corporation  (FDIC). 

Investments  means  the  placing  of 
capital  or  laying  out  of  money  in  a  way 
intended  to  secure  income  or  profit  from 
its  employment. 

Overnight  means  from  prior  to  a 
financial  institution's  close  of  business 
one  day  to  after  its  opening  of  business 
the  next  business  day  (counting 
Saturdays,  Sundays  and  holidays  as 
separate  interest  earning  days). 

Related  banking  costs  means  stand¬ 
alone,  non-credit  services  which  are 
considered  necessary  and/or  customary 
for  sustaining  an  account  in  a  Hnancial 
institution,  whether  in  commercial 
financial  institutions  or  State  Treasurer 
accounts.  Investment  service  fees  are 
not  considered  related  banking  costs 
and  may  not  be  paid  with  earnings  on 
unemployment  funds. 

§  205.23  Limitation  on  withdrawals. 

(a)  Limitation  on  uses  of  UTF  funds. 

In  accordance  with  section  303(a)(5)  of 
the  Social  Security  Act  (SSA),  42  U.S.C. 
503(a)  and  Section  3304(a)(4)  of  the 
Federal  Unemployment  Tax  Act 
(FUTA),  26  U.S.C.  3304(a)(3),  funds 
withdrawn  from  the  UTF  must  be  used 
only  for  the  payment  of  unemployment 
benefits,  exclusive  of  the  cost  of 
administration. 

(b)  Minimizing  account  balances.  To 
maximize  the  security  and  integrity  of 
unemployment  funds,  balances  in  State 
accounts  outside  the  UTF  must  be 
minimized.  The  DOL  will  maintain 
unemployment  fund  cash  management 
performance  measures  which  will 
monitor  State  clearing  and  benefit 
payment  account  balances  to  assure 
minimization  of  account  balances. 

(c)  Residual  daily  balances.  Residual 
daily  closing  balances  must  be 
employed  for  the  benefit  of  the  State 
account  in  the  UTF  through 
accumulation  of  interest  earnings  in 


interest-bearing  accounts,  generation  of 
earnings  credit  to  offset  financial 
institution  charges  for  maintenance  of 
State  beneHt  payment  accounts,  and/or 
earnings  generated  by  overnight 
investment  (see  §  205.24). 

§  205.24  Limitation  of  investment 

(a)  For  the  purpose  of  this  regulation, 
investment  is  defined  as  a  short  term 
use  of  daily  residual  balances  of 
unemployment  funds  in  State  benefit 
payment  accounts  as  principal  to 
generate  interest  earnings.  Earnings 
credits  provided  by  financial  institutions 
on  residual  balances  are  also  considered 
investment,  although  no  hard  dollar 
earnings  are  realized.  Those  earnings 
credit  must  be  used  to  offset  financial 
institution  service  charges  for  the 
custodian  of  the  account. 

(b)  Security  and  liquidity.  Security 
and  liquidity  of  funds  invested  is 
mandatory.  Investment  of  funds 
withdrawn  by  a  State  from  its  account 
in  the  UTF  is  limited  to: 

(1)  Interest  bearing  accounts  in 
financial  institutions,  e.g..  Negotiable 
Order  of  Withdrawal  (NOW)  accounts. 
All  funds  withdrawn  from  the  State’s 
account  in  the  UTF  must  be  in  FDIC 
insured  accounts  and/or  collateralized 
for  full  principal  and  interest  accrued. 
State/Federal  Agreements  executed 
under  this  regulation  will  specify 
insurance  and  collateralization 
requirements  for  each  State;  or 

(2)  Overnight  reverse  repurchase 
agreements  of  U.S.  Government 
securities  or  securities  backed  by  or 
insured  by  the  full  faith  of  the  U.S. 
Government.  Brokers/dealers  for  the 
reverse  repurchase  agreements 
comprising  unemployment  funds  must 
be  fully  subject  to  and  in  compliance 
with  Treasury  regulations  issued  under 
the  Government  Securities  Act  of  1986, 
31  U.S.C.  3121,  9110,  and  the  reverse 
repurchase  agreement  must  conform  in 
substance  to  Public  Securities 
Association  master  repurchase 
agreement. 

§  205.25  State  held  UTF  funds. 

(a)  Payment  for  services  rendered  by 
State  treasurers.  State  Treasurers  who 
manage  unemployment  funds  and 
provide  bank  services  for  benefit 
payment  accounts  may  be  paid  for  the 
related  banking  costs  of  such  services. 
The  related  banking  costs  that  are 
attributable  to  funds  withdrawn  from 
the  State’s  account  in  the  UTF  may  be 
paid  from  earnings  on  funds  withdrawn 
from  the  State's  account  on  deposit  in 
State  Treasurer  accounts.  The  related 
banking  cost  are  limited  to  State 
banking  expenses  exclusive  of 
administrative  costs. 


(b)  Earnings  on  State  treasurer 
investment  pools.  Earnings  on  funds 
withdrawn  from  the  State’s  account  in 
the  UTF  included  in  State  Treasurer 
investment  pools  must  be  credited  a  pro¬ 
rata  share  of  interest  earnings  of  the 
pool.  Trust  fund  money  withdrawn  from 
the  State’s  account  in  the  UTF  will  only 
be  invested  as  specified  in  §  205.24. 

§  205.26  Separate  Bank  Accounts. 

(a)  Separation  of  State  Clearing 
accounts.  Notwithstanding  §  205.8(f),  for 
the  purpose  of  unemployment  trust 
funds.  State  clearing  accounts  (incoming 
funds)  must  be  separate  from  benefit 
payment  accounts,  although  they  may 
reside  at  the  same  or  separate  financial 
institution. 

(b)  Tracking  and  accounting  for  UTF 
funds.  All  State  unemployment  funds 
must  be  identifiable  at  all  times, 
separately  and  completely  accounted 
for.  so  that  all  types  and  volumes  of 
transactions  can  be  tracked  as  they  flow 
through  the  State  bank  accounts. 

Moneys  withdrawn  from  the  State’s 
account,  the  Federal  Employees 
Compensation  Account  (FECA),  the 
Extended  Unemployment  Compensation 
Account  (EUCA),  and  the  Federal 
Unemployment  Account  (FUA)  in  the 
UTF  may  be  deposited  into  the  same 
benefit  payment  account.  Separate 
tracking,  accounting,  and  record  keeping 
must  be  maintained  for  these 
commingled  funds  from  the  source  in  the 
UTF  through  redemption  of  the  payment 
instrument.  Related  banking  costs  and 
actual  interest  earnings  on  funds 
withdrawn  from  the  State's  account  in 
the  UTF  must  be  allocated  reasonably 
according  to  the  appropriate  source  of 
funds. 

(c)  Earnings  on  fund  withdrawn  from 
the  State's  account  in  the  UTF.  Amounts 
of  interest  paid  by  a  State  on  funds 
withdrawn  from  its  account  in  the  UTF 
will  consist  of  actual  interest  earnings 
less  related  banking  costs. 

(d)  Interest  on  funds  withdrawn  from 
the  FECA  and  EUCA  accounts.  The 
provision  for  the  payment  of  related 
banking  costs  does  not  apply  to  moneys 
withdrawn  from  the  FECA,  EUCA,  and 
FUA  accounts.  Moneys  withdrawn  from 
the  FECA  and  EUCA  accounts  are 
subject  to  the  interest  provisions 
applicable  to  all  other  Federal  accounts, 
i.e.  the  interest  rate  will  be  the 
annualized  rate  equal  to  the  average 
equivalent  yields  of  13-week  Treasury 
Bills  auctioned  during  the  period  of  the 
State’s  Fiscal  Year,  as  specified  in 

§  205.11(d). 
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§  205.27  Annual  payment  of  interest 

Earnings  and  interest  owed  by  a  State 
on  funds  withdrawn  from  the  UTF  will 
be  netted  with  interest  owed  to  the  State 
from  the  Federal  Government  and  other 
trust  funds,  on  an  annual  basis. 

Amounts  owed  to  each  account  in  the 
trust  fund  will  be  credited  through  an 
intragovemmental  balancing.  Actual 
earnings  less  related  banking  costs  on 
amounts  originating  in  the  State's 
account  in  the  UTF  shall  be  returned  to 
the  State's  account  in  the  UTF.  Interest 
charges  on  amounts  originating  in  the 
FECA  and  EUCA  will  be  returned  to 
such  accounts. 

Subpart  C— Other  Recipients 

§  205.31  Purpose  and  scope. 

The  rules  set  forth  in  this  Subpart 
apply  to  all  transfers  of  Federal  funds 
fon 

(a)  Federal  programs  that  are 
administered  by  non-State  recipients 
and  non-State  subrecipients,  including 
non-State  subrecipients  receiving 
Federal  funds  through  a  State; 

(b)  Federal  programs  administered  by 
a  State,  including  State  subrecipients, 
that  are  under  the  dollar  threshold  for 
classiHcation  as  a  major  Federal 
assistance  program,  or  are  otherwise 
outside  the  Scope  of  subpart  A  of  this 
part. 

Vendor  payments  on  Federal 
contracts  subject  to  the  provisions  of  the 
Prompt  Payment  Act  of  1982,  as 
amended,  31  U.S.C.  3901-3906,  OMB 
Circular  A-125,  and  the  implementing 
regulation  found  at  48  CFR  part  32,  are 
not  subject  to  this  subpart. 

§  205.32  Definitions. 

The  following  definition  applies  solely 
to  this  subpart: 


Working  capital  advance  basis  means 
the  procedure  whereby  funds  are 
advanced  to  the  recipient  to  cover  its 
estimated  funding  needs  for  a  given 
initial  period.  Thereafter,  the  recipient  is 
reimbursed  for  the  amount  of  its  actual 
cash  expenditures.  The  amount  of  the 
initial  advance  shall  be  geared  to  the 
reimbursement  cycle  so  that  after  the 
initial  period  the  payments  are 
approximately  equal  to  the  average 
amount  of  the  recipient  organization's 
unreimbursed  payments. 

§  205.33  General. 

(a)  Transfers  of  Federal  funds  to  a 
recipient  shall  be  limited  to  be  in  accord 
only  with  the  actual,  immediate  funds 
requirements  of  the  recipient  in  carrying 
out  the  purposes  of  the  program  or 
project.  The  timing  and  amount  of  a 
transfer  will  be  as  close  as  is 
administratively  feasible  to  the  actual 
disbursements  by  the  recipient  for  direct 
program  costs  and  the  proportionate 
share  of  any  allowable  indirect  costs, 
whether  disbursement  by  the  recipient 
occurs  prior  to  or  after  the  transfer  of 
funds  from  the  Treasury.  It  is  the  goal  of 
the  Secretary  that  within  3  years  of  the 
date  of  enactment  of  this  regulation,  all 
transfers  of  Federal  funds  to  primary 
recipients  shall  be  made  through  EFT, 
unless  circumstances  make  transfer 
through  an  electronic  means 
impracticable. 

(b)  Transfers  from  a  primary  recipient 
to  a  subrecipient  will  conform 
substantially  to  the  same  standards  of 
timing  and  amount  as  set  forth  in  the 
preceding  paragraph  for  transfers  from 
Federal  agencies  to  primary  recipients. 
Federal  program  agencies  shall  require 
primary  recipients  to  develop 
procedures  whereby  secondary- 


recipients  can  obtain  funds  from  the 
primary  recipient  as  needed  for  pay  out. 

(c)  When  a  recipient  demonstrates  an 
unwillingness  or  inability  to  establish 
procedures  that  will  minimize  the  time 
elapsing  between  transfer  from  the 
Treasury  and  disbursement  for  program 
purposes,  the  Federal  program  agency, 
unless  prohibited  by  the  statutes 
governing  the  program(s)  in  question, 
shall  terminate  any  advance  financing 
and  shall  require  the  recipient  to  finance 
its  operations  with  its  own  working 
capital,  making  payments  to  such 
recipient  on  a  reimbursement  basis.  In 
cases  in  which  the  reimbursement 
methods  is  not  feasible,  arrangements 
may  be  made  whereby  the  operations  of 
the  recipient  are  financed  on  a  working 
capital  advance  basis. 

(d)  Each  Federal  program  agency  shall 
be  responsible  for: 

(1)  Making  such  reviews  of  the 
financial  practices  of  recipients,  both 
primary  and  sub,  as  are  necessary  to 
ensure  that  the  provisions  of  this 
Subpart  are  being  compiled  with;  and 

(2)  Instituting  such  remedial  measures 
as  may  be  necessary  in  the  event  that 
the  recipient  demonstrates  its 
unwillingness  or  inability  to  comply 
with  these  provisions.  Federal  program 
agencies  shall  formulate  procedural 
instructions  which  specify  the  methods 
employed  to  carry  out  these 
responsibilities. 

(e)  Interest  earned  on  Federal  funds 
will  be  treated  in  accordance  with  the 
administrative  requirements  under  the 
appropriate  OMB  Circulars. 

Russell  D.  Morris, 

Commissioner. 

[FR  Doc.  92-6574  Filed  3-20-92;  8:45  am] 
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CFR  PARTS  AFFECTED  DURING  MARCH 


At  the  end  of  each  month,  the  Office  of  the  Federal  Register 
publishes  separately  a  List  of  CFR  Sections  Affected  (LSA),  which 
lists  parts  and  sections  affected  by  documents  published  sirKe 
the  revision  date  of  each  title. 


3  CFR 


Proclamations: 

6407  . 7873 

6408  . 8255 

6409  . 8395 

6410  .  8835 

6411  . 9041 

6412  .  9647 

6413  .  9645 

6414  .  9971 

Executive  Orders: 

1274  (Amended  by 

EO  12790) . 8057 

10582  (See  DOL 
notice  of 

March  3.  1992) . 8493 

12073  (See  DOL 
notice  of 

March  3,  1992 .  8493 

12555  (See  USIA 
notice  of 

March  6,  1992) . 8792 

12777  (See  DOT 
final  rule  of 

March  3.  1992 . 8581 

12790  . 8057 

12753  (Superseded  by 

EO  12791) . 8717 

12791  . 8717 

12792  .  9165 

Administrative  Orders: 

Presidential  Determinations: 

No.  92-15  Of 

February  18,  1992 . 7315 

No.  92-16  of 

February  18.  1992 . 7317 

No.  92-17  of 

February  26.  1992 .  8569 

No.  92-18  of 

February  28.  1992 . ..8571 

Memorandums: 

February  18,  1992 . 7521 

5  CFR 

430 . 7319 

532 .  7533 

Proposed  Rules: 

842  . 7666 

843  . 7666 

7  CFR 

2 . 9649 

34 . 9043 

360 .  8837 

Proposed  Rules: 

246 .  9505 

10  CFR 

2 . 8519 

Proposed  Rules: 


Ch.  1 . 7327,  7893.  9985 


35 . 

. 8282 

61 . 

. 8093 

73 . 

. 7645 

Ch.  II . 

....7327,  9985 

Ch.  m . 

. 7327 

Ch.  X . 

. . 7327 

11  CFR 

106 . 

. 8990 

12  CFR 

204 . 

. 8059 

225 . 

. . 9973 

323 . 

. 9043 

325 . 

. 7646 

337 . 

. 7647 

Proposed  Rules: 

8 . . . 

. 8424 

204 . 

. 8096 

Ch.  Ill . 

. 8282 

337 . 

. 7669 

563 . 

. 8732 

603 . 

. 8851 

615 . 

. 7672 

13  CFR 

122 . 

. . 8573 

14  CFR 

21 . . . 

. 8719.  9167 

23 . 

....„ . 8719 

29 . 

. 9167 

39 .  7649,  8060-8063.  8257- 

8261.8574-8576.  8721- 
8724.8839.9155.9168. 
9171.9381,9382.9974 


71 . 9641 

73 .  8840 

97 . 8397,  8400,  9660,  9662 

135 .  9944 

Proposed  Rules: 

Ch.  I . : . 7893 

21 . 9513 

23 . 9513 

39 .  7328-7338,  7559-7562. 

7673-7684,  7894.  7895. 
8585. 8734. 9077, 9078. 
9215, 9392-9394 
91 . 8830 

107  .  8834 

108  .  8834 

15  CFR 

Proposed  Rules: 

Ch.  IX . . . 8964 

16  CFR 

Proposed  Rules: 

1211 . - . 9395 

1500 . 7686 
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17CFR 

239 .  9828 

274 . 9828 

Proposed  Rules: 

Ch.  IV . 9401 

4  . 7435 

210 . 9768 

228  . . . 9768 

229  .  9768 

230  .  9768,  9825 

239  .  9768 

240  . 9768 

249 . 9768 

260 . 9768 

18CFR 

Proposed  Rules: 

152 . 9515 

401 . 9401 

19  CFR 

12 . 8725,  9975 

Proposed  Rules: 

Ch.  1 . 8283 

20  CFR 
Proposed  Rules: 

603 . 10064 

21  CFR 

14 .  8064 

101 . 8174 

106 . 7435 

172  . 9472 

173  . 8065 

510 . 7651,  8577 

520 .  7651,  8577 

524 . 7651 

546 .  7651,  8961 

548 .  7652 

558 . 7651,  7652,  8402,  8577 

573 . 7875 

Proposed  Rules: 

5  . 8188,  8189 

20 . 8177,  8188 

100  . 8179,  8188 

101  . 8177,  8183,  8185- 

8191 

105 . 8188,  8189 

130 . 8184,  8188 

310 .  8586 

340 . 9346 

357 .  7647,  8586 

890 . 7339 

1308 . 9080 

22  CFR 

Proposed  Rules: 

514 . 8428 

23  CFR 

635 . 10062 

Proposed  Rules: 

658 .  9900 

24  CFR 

200 .  9602 

203 .  9602 

234 .  9602 

905 .  8065 

965 .  8065 

968 .  8065 

Proposed  Rules: 

570 . 8519 

3280 . 8284 


26  CFR 


1 . 8073,  8961,  9172,  9209, 

9384, 9599 


48 . 

. 7653 

301 . 

,.  7545,  9975 

602 . 

..9050,  9172 

Proposed  Rules: 

1 . 7340,  7347,  7563,  8098, 

9217 

27  CFR 

Proposed  Rules: 

Ch.  1 . 

. 8101 

28  CFR 

0 . 

. 7876 

16  (2  documents).. 

. 8262, 

8263 

544 . 

. 9211 

29  CFR 

102 . 

. 9977 

1910 . . 

..7847,  7877 

1926 . 

. 7877 

2676 . 

. 8840 

Proposed  Rules: 

103 . 

. 7897 

1910 . 

. 8101 

30  CFR 

77 . 

. 7468 

Proposed  Rules: 

56 . 

. 8102 

57 . 

. 8102 

58 . 

. 7900 

70 . 

. 8102 

71 . 

. 8102 

72 . 

. 7900 

75 . 

. 8102 

77 . 

. 8102 

100 . 

. 9518 

701 . 

. 8102 

780 . 

. 8102 

784 . 

. 8102 

816 . 

. 8102 

817 . 

. 8102 

31  CFR 

500 . 

. 9052 

Proposed  Rules: 

91 . 

. 7686 

92 . 

. 7686 

100 . 

. 7686 

205 . 

. 10098 

Ch.  II . 

. 8286 

Subchapter  A . 

. 7564 

32  CFR 

155 . 

. 7878 

287 . 

. 8074 

350 . 

. 7547 

519 . 

. 9501 

33  CFR 

100 . 

. 8419 

117 . 7655,  7879,  9386 

147 . 

....  9053,  9054 

165 . 

. ..8265 

Proposed  Rules: 

100 . 

. 7348 

117 . 

. 8428 

154 . 

. 8708 

155 . 

. 9402 

162 . 

. 8852 

402 . 

. 8103 

34  CFR 

642  . 

643  . 

644  . 

645  . 

646  . 

668 . 

770 . 

791 . 

Proposed  Rules: 

664 . 

770 . 

36  CFR 

Proposed  Rules: 

1202 . 

1228 . 

1250 . 

1254 . 

1258 . 

1260 . 


.9004 

.9004 

.9004 

.9004 

.9004 

.9004 

.9350 

.8996 

.9617 

.9374 


.9672 

.9673 

.9672 

.9672 

.9676 

.9677 


38  CFR 

3 . 7847,  8267,  8578 

36 . 7655 

Proposed  Rules: 

14 . 8852 

21 . 9081 


39  CFR 

20 . 

Proposed  Rules: 
111 . 


,9977 


.9402 


40  CFR 

35 . 8074 

47 . 8390 

52 . 7549,  7550,  8075-8082, 

8268, 9388 

61 . 8012 

148 . 8086 

180 . 8841-8844 

261 . 7628 

264  . 8086 

265  . 8086 

268 . 8086 

271 . 7552,  7553,  7321,  8089, 

9389, 9501,9978 

281 . 8420 

721 . 9995 

799 . 7656 

Proposed  Rules: 

Ch.  1 . 7564,  8286 

50 . 8429 

52 . 7900,  8104,  9678 

58 . 7636,  7687 

61 . 8017 

122  .  8522 

123  . 8522 

124  . 8522 

180...7701,  7703,  8106,  8736- 

8739 

261 . 7636,  9518 

271 . 9525 

501 . 8522 

721 . 9983 

750 . 7349 

761 . 7349 

41  CFR 

301-9 . 8090 

301-11 . 8090 


42  CFR 
124 _ 


417 . 

431 . 

434 . 

483  . 

484  . 

489 . 

498 . 

1001 . . . 

1002 . 

1003  . 

1004  . 

1005  . ; . 

. 8194 

. 8194 

. 8194 

. 8194 

. 8194 

. 8194 

. 8194 

. 9669 

. 9669 

. 9669 

. 9669 

. 9669 

1006 . 

. 9669 

1007 . 

. 9669 

Proposed  Rules: 
411 . 

. 8588 

483 . 

. 8961 

43  CFR 

3150 . 

. 9010 

3165 . 

. 9010 

Proposed  Rules: 

3100 . 

. 8605 

3150 . 

. 9014 

3160 . 

. 9014 

44  CFR 

64 . 

. 9503 

65 . 

....9055,  9056 

67 . 

....9059,  9212 

Proposed  Rules: 

67 . 

. 9082 

45  CFR 

1611 . 

. 8578 

Ch.  XXIV . 

. 7321 

Proposed  Rules: 
641 . 

. 7355 

46  CFR 

10 . 

. 7326 

68 . 

. 7640 

502 . 

. 9984 

Proposed  Rules: 
381 . 

. 8287 

47  CFR 

0 . 

. 8579 

1 . 7879,  8272,  8579 

2 . 

. 8272 

5 . 

. 7879 

13 . 

. 9063 

43 . 

....8579,  9670 

73 . 

. 9504 

80 . 

. 9063 

63 . 

. 7883 

73 . 7660,  7661,  7885,  7886, 

8278, 8421,8422, 8580, 

8581,8726, 8845 

76 . 

. 8278,  8845 

80 . 

. 8727 

90 . 

. 8422 

95 . 

. 8272 

Proposed  Rules: 

1 . 

. 9528 

73 . 7704,  7902,  8430,  9530, 

9680, 9996, 9997 

90 . 

. 8854 

48  CFR 

502 . 

. 9212 

513 . 

. 7555 

522 . 

. 7555 

Proposed  Rules: 

505 . 

. 8854 

8271 


8854 
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iii 


515  . 8854 

516  . 8854 

517  . 8856 

538 . 8854 

552 .  8854,  8856 

1512 . 8612 

1516 . 8612 

1552 . 8612 

1809 . 8279 

5446 .  8740 

5452 .  8740 

49  CFR 

1 . 8581,  10062 

587 .  7556 

1118 . . . 9213 

Proposed  Rules: 

9 . 9224 

110 . 7474 

198 . 7705 

383 . 9100 

571 . 7712 

1048 . 8430 

1001 . 8858 

1039 . 9997 

1141 . 8108 

1313 . 9997 

50  CFR 

285 . 8728 

620 .  9076 

625 . 8582 

646 .  7886 

672 .  8280,  8583,  8849 

675 . 8583,  8584,  8850,  9599 

685 .  7661,  10062 

Proposed  Rules: 

17 . 9680,  9681 

23 . 7713,  7719 


LIST  OF  PUBLIC  LAWS 


This  is  a  continuing  list  of 
public  bills  from  the  current 
session  of  Congress  which 
have  become  Federal  laws.  It 
may  be  used  in  conjunction 
with  “P  L  U  S”  (Public  Laws 
Update  Service)  on  202-523- 
6^1.  The  text  of  laws  is  not 
published  in  the  Federal 
Register  but  may  be  ordered 
in  individual  pamphlet  form 
(referred  to  as  “slip  laws”) 
from  the  Superintendent  of 
Documents,  U.S.  Government 
Printing  Office,  Washington,  • 
DC  20402  (phone,  202-512- 
2470). 

S.J.  Res.  176/P.L  102-257 

To  designate  March  19,  1992, 
as  “National  Women  in 
Agriculture  Day”.  (Mar.  17, 
1992;  106  Stat  75;  1  page) 
Price:  $1.00 

Last  List  March  18,  1992 


iv 
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CFR  CHECKLIST 


This  checklist,  prepared  by  the  Office  of  the  Federal  Register,  is 
published  weekly.  It  is  arranged  in  the  order  of  CFR  titles,  stock 
numbers,  prices,  and  revision  dates. 

An  asterisk  (*)  precedes  each  entry  that  has  been  issued  since  last 
week  and  which  is  now  available  for  sale  at  the  Government  Printing 
Office. 

A  checklist  of  current  CFR  volumes  comprising  a  complete  CFR  set, 
also  appears  in  the  latest  issue  of  the  LSA  (List  of  CFR  Sections 
Affected),  which  is  revised  monthly. 

The  annual  rate  for  subscription  to  all  revised  volumes  is  $620.00 
domestic,  $1 55.00  additional  for  foreign  mailing. 

Mail  orders  to  the  Superintendent  of  Documents,  Attn:  New  Orders, 
P.O.  Box  371954,  Pittsburgh,  PA  15250-7954.  All  orders  must  be 
accompanied  by  remittance  (check,  money  order,  GPO  Deposit 
Account,  VISA,  or  Master  Card).  Charge  orders  may  be  telephoned  to 
the  GPO  Order  Desk,  Monday  through  Friday,  at  (202)  783-3238  from 
8:00  a.m.  to  4:00  p.m.  eastern  time,  or  FAX  your  charge  orders  to 
(202)  512-2233. 


Title 

Stock  Number 

Price 

Revision  Date 

1,  2  (2  Reserved) . 

.  (869-017-00001-9) . 

..  $13.00 

Jon.  1,  1992 

3  (1990  Compiloticn  and 

Ports  100  and  101) . 

.  (869-013-00002-1) . 

..  14.00 

‘Jan.  1,  1991 

4 . 

.  (869-017-00003-5) . 

..  16.00 

Jan.  1,  1992 

5  Parts: 

1-699 . 

,  (869-013-00004-8) . 

..  17.00 

Jan.  1.  1991 

700-1199 . . . 

.  (869-013-00005-6) . 

..  13.00 

Jon.  1.  1991 

1200-End,  6  (6  Reserved). 

(869-013-00006-4) . 

..  18.00 

Jon.  1.  1991 

7  Parts: 

0-26 . 

.  (869-013-00007-2) . 

..  15.00 

Jon.  1.  1991 

27-45 . 

,  (869-017-00006-1) . 

..  12.00 

Jan.  1,  1992 

46-51 . 

.  (869-013-00009-9) . 

..  17.00 

Jon.  1.  1991 

52 . 

.  (869-013-00010-2) . 

..  24.00 

Jon.  1,  1991 

53-209 . 

.(869-017-00011-6) . 

..  19.00 

Jon.  1,  1992 

210-299  . 

.  (869-013-00012-9) . 

..  24.00 

Jon.  1.  1991 

300-399  . 

.  (869-013-00013-7) . 

..  12.00 

Jon.  1,  1991 

400-699 . 

.  (869-017-00014-1) . 

..  15.00 

Jon.  1.  1992 

700-899 . 

.  (869-013-00015-3) . 

..  19.00 

Jon.  1,  1991 

900-999  . 

.  (869-013-00016-1) . 

..  28.00 

Jon.  1,  1991 

1000-1059 . . . 

.  (869-013-00017-0) . 

..  17.00 

Jon.  1,  1991 

1060-1119 . 

.  (869-013-00018-8) . 

..  12.00 

Jon.  1.  1991 

1120-1199 . 

.  (869-013-00019-6) . 

..  10.00 

Jon.  1,  1991 

1200-1499 . 

.  (869-013-00020-0) . 

..  18.00 

Jon.  1.  1991 

1500-1899 . 

.  (869-013-00021-8) . 

..  12.00 

Jan.  1,  1991 

1900-1939 . 

.  (869-013-00022-6) . 

..  11.00 

Jan.  1.  1991 

1940-1949 . 

.  (869-013-00023-4) . 

..  22.00 

Jon.  1,  1991 

1950-1999 . 

.  (869-013-00024-2) . 

..  25.00 

Jan.  1.  1991 

2000-End . 

.  (869-013-00025-1) . 

..  10.00 

Jan.  1,  1991 

8 . 

.  (869-013-00026-9) . 

..  14.00 

Jan.  1,  1991 

9  Parts: 

1-199 . 

.  (869-013-00027-7) . 

..  21.00 

Jon.  1,  1991 

200-End  . 

.  (869-013-00028-5) . 

..  18.00 

Jon.  1,  1991 

10  Parts: 

0-50 . 

.  (869-013-00029-3) . 

..  21.00 

Jon.  1.  1991 

51-199 . 

.  (869-013-00030-7) . 

..  17.00 

Jon.  1,  1991 

200-399  . 

.  (869-013-00031-5) . 

..  13.00 

♦  Jon.  1.  1987 

400-499  . 

.  (869-017-00032-9) 

..  20.00 

Jon.  1.  1992 

500-End . 

.  (869-013-00033-1) . 

..  27.00 

Jon.  1,  1991 

11 . 

.  (869-013-00034-0) . 

..  12.00 

Jon.  1,  1991 

12  Parts: 

1-199 . 

.  (869-017-00035-3) . 

..  13.00 

Jon.  1,  1992 

200-219 . 

.  (869-017-00036-1) 

..  13.00 

Jon.  1.  1992 

220-299  . 

.  (869-013-00037-4) . 

..  21.00 

Jon.  1,  1991 

300-499  . 

.  (869-013-00038-2) . 

..  17.00 

Jon.  1,  1991 

500-599 . . . 

.  (869-017-00039-6) . 

...  17.00 

Jon.  1.  1992 

600-End . 

.  (869-013-00040-4) . 

..  19.00 

Jon.  1.  1991 

13 . 

.  (869-013-00041-2) . 

..  24.00 

Jon.  1.  1991 

Title 

Stofk  Number 

Price 

Revision  Date 

14  Parts: 

1-59 . 

. (869-013-00042-1)..„... 

25.00 

Jan.  1.  1991 

60-139 . 

. (869-013-00043-9) _ 

21.00 

Jan.  1,  1991 

140-199 . 

. (869-017-00044-2) . 

t1i)0 

Jon.  1. 1992 

200-1199 . 

. (869-013-00045-5)..-... 

20.00 

Jon.  1.  1991 

1200-End . 

. (869-017-00046-9) . 

14i)0 

Jon.  1.  1992 

15  Parts: 

0-299 . 

. (869-013-00047-1) _ 

.  12.00 

Jan.  1.  1991 

300-799  . 

. (869-013-00048-0) . 

.  22.00 

Jdn.  L  1991 

800-End . 

(869-017-00049-3) . 

17.00 

Jon.  1.  1992 

16  Parts: 

0-149 . 

. (869-013-00050-1) . 

5.50 

Jan.  1.  1991 

150-999  . 

. (869-013-00051-0).-... 

.  14.00 

Jan.  1.  1991 

lOOO-End . 

. (869-013-00052-8) . 

.  19.00 

Jon.  1.  1991 

17  Parts: 

1-199 . 

. (869-013-00054-4) . 

.  15.00 

Apr.  1,  1991 

200-239  . 

. (869-013-00055-2) . 

.  16.00 

Apr.  1.  1991 

240-End . 

(8^.iJ-()t.3-00056-i),  ,  , 

.  23.00 

Apr.  1,  1991 

18  Parts: 

1-149 . 

. (869-013-00057-9) . 

.  15.00 

Apr.  1,  1991 

150-279 . 

. (869-013-00058-7).-.- 

.  15.00 

Apr.  1.  1991 

280-399 . 

. (869-013-00059-5) _ 

.  13.00 

Apr.  1.  1991 

400-End . 

. (869-013-00060-9) _ 

9.00 

Apr.  1.  1991 

19  Parts: 

1-199 . 

. (869-013-00061-7) . 

.  28.00 

Apr.  1,  1991 

200-End . 

(BA9-m?.-nno69-5) 

9.50 

Apr.  1.  1991 

20  Parts: 

1-399 . 

. (869-013-00063-3) . 

.  16.00 

Apr,  1.  1991 

400-499  . 

. (869-013-00064-1) . 

.  25.00 

kff.  1,  1991 

500-End . 

(864-01 3-OOOA5-0) . 

.  21.00 

Apr.  1,  1991 

21  Parts: 

1-99 . 

. (869-013-00066-8) . 

.  12.00 

Apr.  1.  1991 

100-169 . 

. (869-013-00067-^ _ 

13.00 

Apr.  1,  1991 

170-199 . 

. (869-013-00068-4) . 

17.00 

Apr.  1,  1991 

200-299  . 

. (869-013-00069-2) _ 

5J0 

Apr.  U  1991 

300-499 . 

. (869-013-00070-6) . 

28.00 

Apr.  1.  1991 

500-599  . 

. (869-013-00071-4) _ 

20.00 

Apr.  1,  1991 

600-799 . 

. (869-013-00072-2) . 

7.00 

Apr.  1.  1991 

800-1299 . 

. (869-013-00073-1) . 

18.00 

Apr.  1,  1991 

1300-End . 

. (869-013-00074-9) . 

7.5D 

Apr.  1.  1991 

22  Parts: 

1-299 . 

. (869-013-00075-7) . 

.  25.00 

Apr.  1.  1991 

300-End . 

(864-013-00076-5)  ,, 

18.00 

A^.  1,  1991 

23 . 

. (869-013-00077-3) _ 

.  17.00 

Apr.  1.  1991 

24  Parts: 

0-199 . 

. (869-013-00078-1) . 

.  25.00 

Apr.  1.  1991 

200-499 . 

. (869-013-00079-0) . 

.  27.00 

Apr.  1.  1991 

500-699  . 

. (869-013-00080-3) . 

..  13.00 

Apr.  1,  1991 

700-1699 . 

. (869-013-00081-1)...„, 

..  26.00 

Apr.  1.  1991 

1700-End . 

(«/,<»-oi.‘t-noofl9-n) 

13.00 

»  Apr.  1.  1990 

25 . 

. (869-013-00083-8) . 

..  25.00 

hpr.  1.  1991 

26  Parts: 

§§  1.0-1-1.60 . 

. (869-013-00084-6) . 

..  17.00 

Apr.  1.  mi 

§§  1.61-1.169 . 

. (869-013-00085-4)..  . 

..  28.00 

Afv.  1,  1991 

§§  1.170-1.300 . 

. (869-013-00086-2) . 

..  18.00 

Apr.  1.  1991 

§§  1.301-1.400 . 

. (869-013-00087-1) . 

..  17.00 

Apr.  1,  1991 

§§  1.401-1.500 . 

. (869-013-00088-9) . 

..  30.00 

Apr.  1.  1991 

§§  1.501-1.640 . 

. (869-013-00089-7) . 

..  16.00 

Apr.  1.  1991 

§§  1.641-1.850 . 

. (869-013-00090-1) . 

..  19.00 

*  Apr.  1.  1990 

§§  1.851-1.907 . 

. (869-013-00091-9) . 

..  20.00 

Apr.  L  1991 

§§  1.908-1.1000 . 

. (869-013-00092-7) . 

..  22.00 

Apr.  1,  1991 

§§  1.1001-1.1400 . 

. (869-013-00093-5) . 

..  18.00 

»Apr.  1,1990 

§§  1.1401-End . 

. (869-013-00094-3) . 

24.00 

Apr.  1,  1991 

2-29 . 

. (869-013-00095-1) . 

..  21.00 

Apr.  1.  1991 

30-39 . 

. (869-013-00096-0) . 

..  14.00 

Apr.  1.  1991 

40-49 . 

. (869-013-00097-8) . 

11.00 

Apr.  1.  1991 

50-299 . 

. (869-013-00098-6) . 

..  15.00 

Apr.  1.  1991 

300-499  . 

. (869-013-00099-4) . 

..  17.00 

Apr.  1.  1991 

500-599  . 

. (869-013-0010(^1) . 

6.00 

“  Apr.  1.  1990 
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TItta 

Stock  Number 

Price 

Revision  Date 

600-End . . . 

(869-013-00101-0) 

Apr.  1.  1991 

27  Parte 

1-199 . 

.  (869-013-00102-8) . 

..  29.00 

Apr.  1.  1991 

200-End.. . 

.  (869-013-00103-6) . 

..  11.00 

Apr.  1,  1991 

28 . 

.  (869-013-00104-4) . 

..  28.00 

July  1,  1991 

29  Parte 

0-99 . 

.  (869-013-00105-2) . 

..  18.00 

July  1,  1991 

100-499  . 

.  (869-013-00106-1) . 

7.50 

July  1,  1991 

500-899  . 

.  (869-013-00107-9) . 

..  27.00 

July  1,  1991 

900-1899 . 

.  (869-013-00108-7) . 

..  12.00 

July  1,  1991 

1900-1910  (§§  1901.1  to 

1910.999) . 

.  (869-013-00109-5) . 

..  24.00 

July  1,  1991 

1910  (§S  1910.1000  to 

end) . 

.  (869-013-00110-9) . 

..  14.00 

July  1,  1991 

1911-1925 . 

.(869-013-00111-7) . 

9.00 

*  July  1.  1989 

1926 . 

.(869-013-00112-5) . 

..  12.00 

July  1,  1991 

1927-End . 

.(869-013-00113-3) . 

..  25.00 

July  1,  1991 

30  Parte 

1-199 . 

.(869-013-00114-1) . 

..  22.00 

July  1;1991 

200-699  . 

.(869-013-00115-0) . 

,.  15.00 

July  1,  1991 

700-End . 

.  (869-013-00116-8) . 

..  21.00 

July  1,  1991 

31  Parte 

0-199 . . . 

(869-013-00117-6) . 

..  15.00 

July  1.  1991 

200-End . 

(869-013-00118-4) . 

..  20.00 

July  1.  1991 

32  Parte 

1-39,  Vol.  1 . 

..  15.00 

*  July  1.  1984 

1-39.  Vol.  N . 

..  19.00 

*July  1.  1984 

1-39,  Vol.  m . 

..  18.00 

*July  1,  1984 

1-189 . 

(869-013-00119-2) . 

.  25.00 

July  1,  1991 

190-399 . . :... . 

(869-013-00120-6) . 

,.  29.00 

July  1.  1991 

400-629  . 

(869-013-00121-4) . 

..  26.00 

July  1,  1991 

630-699  . 

(869-013-00122-2) . 

..  14.00 

July  1.  1991 

700-799  . 

(869-013-00123-1) . 

.  17.00 

July  1,  1991 

600— End . . 

(869-013-00124-9) . 

.  18.00 

July  1,  1991 

33  Parte 

1-124 . 

,  (869-013-00125-7)...... 

.  15.00 

July  1,  1991 

125-199 . 

.  (869-013-00126-5) . 

.  18.00 

July  1.  1991 

200-End . 

,  (869-013-00127-3) . 

.  20.00 

July  1,  1991 

34  Parte 

1-299 . 

.  (869-013-00128-1) . 

.  24.00 

July  1,  1991 

300-399  . 

.  (869-013-00129-0) . 

.  14.00 

July  1,  1991 

400— End . . . . 

.  (869-013-00130-3) . 

.  26.00 

July  1.  1991 

35 . 

.  (869-013-00131-1) . 

.  10.00 

July  1.  1991 

36  Parte 

1-199 . 

.  (869-013-00132-0) . 

.  13.00 

July  1.  1991 

200— &id . . 

,  (869-013-00133-8) . 

.  26.00 

July  1,  1991 

37 . 

(869-013-00134-6) . 

.  15.00 

July  1.  1991 

38  Parts: 

0-17 . 

(869-013-00135-4) . 

.  24.00 

July  1.  1991 

18-End . 

(869-013-00136-2) 

.  22.00 

July  1,  1991 

39 . 

(869-013-00137-1) . 

.  14.00 

July  1,  1991 

40  Parte 

1-51 . 

(869-013-00138-9) . 

27.00 

July  1,  1991 

52 . 

(869-013-00139-7) . 

28.00 

July  1,  1991 

53-60 . 

(869-013-00140-1) . 

31.00 

July  1,  1991 

61-80 . 

(869-013-00141-9) . 

14.00 

July  1,  1991 

81-85 . 

(869-013-00142-7) . 

11.00 

July  1.  1991 

86-99 . 

(869-013-00143-5) . 

29.00 

July  1.  1991 

100-149  . 

(869-013-00144-3) . 

30.00 

July  1,  1991 

150-189  . 

(869-013-00145-1) . 

20.00 

July  1,  1991 

190-259 . 

(869-013-00146-0) . 

13.00 

July  1,  1991 

260-299  . 

(869-013-00147-8) . 

31.00 

July  1,  1991 

300-399 . 

(869-013-00148-6) . 

13.00 

July  1.  1991 

400-424  . 

(869-013-00149-4) . 

23.00 

July  1,  1991 

425-699  . 

(869-013-00150-8) . 

23.00 

*  July  1,  1989 

700-789 . 

(869-013-00151-6) . 

20.00 

July  1.  1991 

790-End . 

(869-013-00152-4) . 

22.00 

July  1,  1991 

Title 

Stock  Number 

Price 

Revision  Date 

41  Chaptere 

1. 1-1  to  1-10 . 

..  13.00 

» July  1,  1984 

1,  1-11  to  Appendix,  2  (2  Reserved) . 

..  13.00 

»July  1,  1984 

3-6 . 

14  00 

3  1  ]gg4 

7 . 

6  00 

3  Lilu  1  lOftA 

8 . 

4  SO 

3  liJw  1  lOftA 

9 . 

13  00 

3  kilw  1  \QtlA 

10-17 . 

9  SO 

3  f^y  f  19^ 

18,  Vol.  1,  Ports  1-5 . 

..  13.00 

» July  }  .  1984 

18,  Vol.  N,  Ports  6-19 . 

..  13.00 

3  July  1,  1984 

18,  Vol.  Ill,  Ports  20-52 . 

..  13.00 

>July  1,  1984 

19-100 . . 

13  00 

3  lulu  1  lOAA 

1-100 . 

..  (869-013-00153-2) . 

8.50 

’  July  1,  1990 

101 . 

..  (869-013-00154-1) . 

.  22.00 

July  1,  1991 

102-200  . 

..  (869-013-00155-9) . 

.  11.00 

July  1,  1991 

201-End . 

..  (869-013-00156-7) . 

.  10.00 

July  1,  1991 

42  Parte 

1-60 . 

..  (869-013-00157-5) . 

17.00 

Oct.  1,  1991 

61-399 . 

..  (869-013-001  Sfl-.'t) 

5  50 

400-429 . 

..  (869-013-00159-1) . 

21.00 

Oct.  1,  1991 

430-End . 

..  (869-013-00160-S) 

7b  00 

Oct.  1,  1991 

43  Parte 

1-999 . 

...  (869-013-00161-3) . 

..  20.00 

Oct.  1,  1991 

1000-3999 . 

...  (869-013-00162-1) . 

..  26.00 

Oct.  1.  1991 

4000-End . 

...  (869-013-00163-0) . 

..  12.00 

Oct.  1,  1991 

44 . 

...  (869-013-00164-8) . 

..  22.00 

Oct.  1.  1991 

45  Parts: 

1-199 . 

...  (869-013-00165-6) . 

..  18.00 

Oct.  1,  1991 

200-499 . . 

...  (869-013-00166-4) 

12  00 

Oct  1  1991 

500-1199 . 

...  (869-013-00167-2) . 

..  26.00 

Oct.  l’  1991 

1200-End . 

...  (869-013-00168-1) . 

..  19.00 

Oct.  1.  1991 

46  Parte 

1-40 . 

...  (869-013-00169-9) . 

..  15.00 

Oct.  1.  1991 

41-69 . 

...  (869-013-00170-2) . 

..  14.00 

Oct.  1.  1991 

70-89 . 

...  (869-013-00171-1)..... 

7.00 

Oct.  1.  1991 

90-139 . 

..  (869-013-00172-9) . 

..  12.00 

Oct.  1.  1991 

140-155 . 

..  (869-013-00173-7) . 

..  10.00 

Oct.  1.  1991 

156-165 . 

..  (869-013-00174-5) . . 

..  14.00 

Oct.  1,  1991 

166-199 . 

..  (869-013-00175-3) . 

14.00 

Oct.  1.  1991 

200-499  . 

..  (869-013-00176-1) . . 

..  20.00 

Oct.  1,  1991 

500-End . 

..  (869-013-00177-0) . 

..  11.00 

Oct.  1.  1991 

47  Parts: 

0-19 . 

...  (869-013-00178-8) . 

..  19.00 

Oct.  1,  1991 

20-39 . 

..  (869-013-00179-6) . 

..  19.00 

Oct.  1,  1991 

40-69 . 

..  (869-013-00180-0) . 

..  10.00 

Oct.  1.  1991 

70-79 . 

..  (869-013-00181-8) . 

..  18.00 

Oct.  1.  1991 

80-End . 

..  (869-013-00182-6) . 

..  20.00 

Oct.  1,  1991 

48  Chaptere 

1  (Ports  1-51) . 

..  (869-013-00183-4) . 

..  31.00 

Oct.  1,  1991 

1  (Ports  52-99) . 

..  (869-013-00184-2) . 

..  19.00 

Oct.  1,  1991 

*2  (Ports  201-251) . 

..  (869-013-00185-1) . 

.  13.00 

Dec.  31,  1991 

2  (Ports  252-299) . 

..  (869-013-00186-9) . 

.  10.00 

Dec.  31,  1991 

3-6 . 

..  (869-013-00187-7) . 

.  19.00 

Oct.  1.  1991 

7-14 . 

..  (869-013-00188-5) . 

.  26.00 

Oct.  1,  1991 

15-End . 

..  (869-013-00189-3) . 

.  30.00 

Oct.  1,  1991 

49  Parts: 

1-99 . 

..  (869-013-00190-7) . 

20.00 

Oct.  1,  1991 

100-177 . 

..  (869-011-00191-2) . 

27.00 

Oct.  1.  1990 

*178-199 . 

..  (869-013-00192-3) . 

17.00 

Dec.  31,  1991 

200-399 . 

..  (869-013-00193-1) . 

22.00 

Oct.  1,  1991 

400-999 . 

..  (869-013-00194-0) . 

27.00 

Oct.  1,  1991 

1000-1199 . 

..  (869-013-00195-8) . 

17.00 

Oct.  1,  1991 

1200-End  . 

..  (869-013-00196-6) . 

19.00 

Oct.  1.  1991 

50  Parts: 

1-199 . 

(SAQ-dl.T-nniot-a)  . 

21  00 

rvt  1  tool 

200-599  . 

..  (869-013-00198-2) . 

.  17.00 

Oct.  l'  1991 

600-End . 

..  (869-013-00199-1)  . . 

.  17.00 

Oct.  1,  1991 

CFR  Index  ond  Findings 

Aids . . 

..  (869-013-00053-6) . 

.  30.00 

Jon.  1,  1991 

VI 
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TUI* 

Stock  Number 

Price 

RevMon  Dale 

Complete  1992  CFR  set . 

.  620.00 

1992 

MkrofidM  OR  EtfitioB: 

Complete  set  (one-tme  moiling) . . .  185.00  1989 

Complete  set  (onetime  moiling) - -  188.00  1990 


Subtaspboe  (moiM  os  issued)  _ 

....  188.00 

1991 

Suhscriptim  (moiled  « issued) . 

....  188.00 

1992 

THi»  Stock  Number  Price  Revision  Dale 

Mviduoi  copies . .  2.00  1992 

'  Bteouse  rnit  3  is  «  onmioi  compBotion,  Itiis  volunw  ond  aH  previous  volmnes  shouiibe 
retained  os  a  pennanent  reierence  source. 

*'n)e  July  t,  1985  edWon  of  32  OR  Ports  t-189  contains  o  note  only  for  Ports  1-39 
indusiTe.  For  dm  hiN  font  ol  Ike  Defense  Acquisition  Reguloifens  in  Ports  1-39,  consub  tbe 
three  CFR  wohnnes  issued  os  of  July  1,  1984.  centeining  those  ports. 

’The  Ally  1,  1985  edhion  of  41  OFR  Chapters  1-100  contains  e  note  only  for  Chapters  1  to 
49  inclusive,  for  the  fuN  text  of  procurement  regulations  in  Chapters  1  to  49,  consult  the  elevee 
CfRvolumesissuedasof  July  1,  1984  centsining  those  chopters. 

*  tie  omenihnents  to  this  volume  were  pramulgaled  during  ttw  period  Jon.  1,  1987  ta  Dec. 
3U  1991.  The  CH)  vohxne  issued  January  1. 1987,  should  be  retaiiied'. 

*  No  emendmonts  ta  this  volume  were  pramulgaled  during  the  period  Apr.  1,  1990  to  Mar. 

31. 1991.  Ihe  CfR  volume  issued  Apnl  1,  1990,  shooM  be  retained. 

*  No  amendments  to  this  volume  were  pramulgaled  during  the  period  July  1,  1989  le  Jnnr 
30,  1991.  The  CFR  volume  issued  July  1.  1911,  sheuidberstantad. 

’  No  amendments  to  this  volume  were  pramulgaled  during  the  period  Jidy  1,  1990  to  Jbne 

30. 1991.  The  CFR  vohxne  issued  July  1,  1990,  sheuU  be  retained. 
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